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PREFACE.

Tariff hearings were begun on July 25, 1921, pursuant to the
following UNITED STATES SENATE,

COmMITtEE ON FINANCE,
July 22, 1921.

The Committee on Finance will hold public hearings relative to the tariff at Wash-
ington, D. C., beginning Monday, July 25, 1921.

It is the ptrrpose of the committee to hear first the proponents and opponents of the
American valuation plan.

The committee expects first to hear members of the Tariff Commission and certain
special agents of the-New York customs office with respect to this plan upon Monday
and Tueiday next.

The committee expects to close the hearings upon the American valuation plan by
Thursday next and then to take up the several schedules in order.

Notices will be sent to all applicants for hearings as early as possible, advising them
when they can be heard.

In order to avoid duplication of arguments and suggestions it is requested that
persons desiring to present the same character of information relative to any tariff
item agree.upon one representative to present their views.

The hearings will be conducted in room 312 of the Senate Office Building. Sessions
will be held each day from 10.30 a. m. to 12 noon and from 2.30 p. m. to 5 p. m.

It is desired that witnesses endeavor to prepare their statements in such form that
their presentation will not require more than 30 minutes.

Persons wishing to be heard should, if possible, apply to the clerk of the committee,
prior to the date set for the hearings, for an assignment of time. In making such appli-
cation the following information should be given: Nartie, business address, temporary
address in Washington, business or occupation, the person, firm, corporation, or asso.
ciation represented, and the item and paragraph of the tariff bill (If. R. 7456) con-
cerning which testimony will be given.

All briefs and other papers filed with the committee should have indorsed on them
the item and pagraph of the tariff bill (11. R. 7456) to which they relate, and the
nameand address of the person submitting them, his business or occupation, the name
of the person, firm, corporation, or association whom he represents.

BolEs PENROSE, Chaifman.

The hearings were continued to and including August 31, 1921.
Because of the unsettled and continually changing world conditions
and the great length of time required to complete the tariff bill,
it was decided to put the interna1-revenue legislation ahead of the
tariff bill. The tariff hearings were therefore, postponed, and
resumed November 3, 1921, and competed January 9, 1922.

The stenographic minutes of each day's proceedings were first
printed in prelininary form in 58 parts. Copies were sent to each
witness with the request that he make necessary corrections for
clearness in his statement and return the revised copy to the clerk.
Such corrections have been observed in preparing the revised edition
of the hearings. In this edition the chronological order of the state-
ments has been disregarded (except that of American Valuation and
Dyes Embargo, Vol. 1) and the oral testimony and the papers filed
on each subject have been grouped and arranged, as nearly as
practicable, according to the paragraphs of the tariff bill as it
passed the House.



PREFACE.

The revised hearings were first indexed and printed in separate
volumes, each containing only the testimony relative to a particular
schedule. Three additional volumes were also printed, one contain-
ing the testimony relative to the American valuation plan, one the
testimony relative to the dyes embargo, and the other that relative
to the special and administrative provisions of the tariff bill and testi-
mony relative to certain paragraphs that was taken too late for incor-
poration in the proper volume.

The hearings are here consolidated in 8 volumes (each indexed
by name and subject), including a general index, arranged as follows:

CONTENTS OF VOLUMES.

VOLUME I: Page.
American Valuation ............................................... 1-342
Dyes Embargo .................................................... 343-775

VOLUME II:
Schedule 1. Chemicals, Oils, and Paints ........................... 777-1344
Schedule 2. Earths, Earthenware, and Glassware .................. 1345-1605

VOLUME III:
Schedule 3. Metals and Manufactures of ........................... 1607-2101
Schedule 4. Wood and Manufactures of ............................ 2103-2172
Schedule 5. Suear, Molasses, and Manufactures of .................. 2173-2417
Schedule 6. Tobacco and Manufactures of .......................... 2419-2554

VOLUME IV:
Schedule 7. Agricultural Products and Provisions .................. 2555-3299
Schedule 8. Spirits, Wines, and Other Beverages .................. 301-3302

VOLUME V:
Schedule 9. Cotton Manufactures .................................. 3303-3441
Schedule 10. Flax, Hemp, and Jute, and Manufactures of ........... 3443-3523
Schedule 11. Wool and Manufactures of ............................. 3525-3766
Schedule 12. Silk and Silk Goods .................................. 3767-3869
Schedule 13. Papers and Books .................................... 3871-3982
Schedule 14. Sundries ............................................ 3983-436.5

VOLUME VI:
V ree List ....................................................... 4367-5059

VoME VII:
Special Provisions................................................ 5061-5099
Administrative Provisions ......................................... 5101-5113
Appendix ......................................................... 5115-5420

VOLUME VIII:
General Index.



AMERICAN VALUATION.

Monday, July 25, 1921.

UNITED STATES SENATE,
COMMITTEE ON FINANCE.

The committee met, pursuant to call of the chairman, in room 31,
Senate Office Building, at 10.30 o'clock a. mi., Hon. Boies Penrose
presiding.

Present: Senators Penrose (chairman), McCumber, Smoot, La Fol-
lette, McLean, Simmons, Gerry, Reed, and Walsh.

Present also: Hon. Thomas Walker Page, chairman United States
Tariff Commission, and John E. Walker, Esq., chief of the legislative
drafting service of the Senate.

The CHAIRMAN. The committee will come to order. The committee
is now about to proceed to take up the consideration of the permanent
tariff bill, which came to the Senate on Friday of last week, and the
chairman, after consultation with the members of the committee,
immediately issued a call for this morning.

After informal consultation with such members of the committee
as were available, the Chair adopted the schedule of tariff hearings,
which I will ask to have inserted in the minutes for the information
of witnesses and the public.

(The schedule referred to is as follows:)

UvITED STATES SENATE,
COMMITTEE ON FINANCE,

July 22, 1.921.
The Committee on Finance will hold public hearings relative to the tariff at Wash-

ington, D. C., beginning Monday. July 2.5. 1921.
It is the purpose of the committee to hear first the proponents and opponents of the

American valuation plan.
The committee expects first to hear members of the Tariff Commission and certain

special agents of the New York customs office with respect to this plan upon Monday
and Tuesday next.

The committee expects to close the hearings upon the American valuation plan by
Thursday next and then to take up the several schedules in order.

Notices will be sent to all applicants for hearings as early as possible, advising them
when they can be heard.

In order to avoid duplication of arguments and suggestions it is requested that
persons desiring to present the same character of information relative to any tariff
item agree upon one representative to present their views.

The hearings will be conducted in room 312 of the Senate Office Building. Sessions
will be held each day from 10.30 a. in. to 12 noon and from 2.30 p. m. to 5 p. in.

It is desired that witnesses endeavor to prepare their statements in such form that
their presentation will not require more than 30 minutes.

Persons wishing to be heard should, if possible, apply to the clerk of the committee,
prior to the date set for the hearings, for an assignment of time. In making such appli-
cation the following information should be given: Name, business address, temporary
address in Washington, business or occupation, the person, firm, corporation, or asso
ciation represented, and the item and paragraph of the tariff bill (1H. R. 7456) con-
cerning which testimony will be given.
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All briefs and other papers filed with the committee should have indorsed on them
the item and paragraph of the tariff bill (It. It. 7456) to which they relate. .and the
name and address oft the person submitting them, his business or occupation, the name
of the person, firm, corporation, or association whom he represents.

BolEs PENROSE. Chairman.

The CHAIRMAN. Owing to the fact that the valuation is the basis of
all competition, it was thought best to begin with the consideration of
the valuation provision of the bill, and on that subject it was deemed
well to request the presence of the members of the Tariff Commission
and certain customs officials connected with the administration of the
customs of the port of New York.

If the chairman of the Tariff Commission is present, the Chair
would call on him.

STATEMENT OF HON. THOMAS WALKER PAGE, CHAIRMAN
UNITED STATES TARIFF COMMISSION.

The ChAIR, M A. Kindly state your full name to the stenographer
for the purpose of the record.

Commissioner PAGE. Thomas Walker Page.
The CHAIRMAX. How long have you been chairman of. the Tariff

Commission?
Commissioner PAGE. I have been chairman, Senator, of the Tariff

Commission for about two and a half years; I do not recollect the
exact date of my appointment.

The ClAIRMAN. The committee desires information and advice
in a concise and brief form on this question of valuation. It is need-
less for me to call your attention to the fact that the members of the
committee, and I particularly as chairman of the committee, are in
receipt of a very great number of letters for and against the method
of valuation adopted in the House bill, and before arriving at a con-
clusion, and understanding that the bill as it now stands islargely the
result of your conferences with members of the committee, the com-
mittee would be glad to hear briefly your views on the matter.

Senator SMrOOT. May I ask you w whether the views you are going to
express now are the views of the full tariff board, or is there a division
of sentiment among the members of that board?

Commissioner PAoE. Senator, I do not propose to express opinions
as to the desirability of the American valuation, certainly not as
representing the Tariff Commission. The commission has never
taken any collective expression of opinion as to whether this is a good
measure or not. There are members of the commission who cor-
dially approve of it; there are other members of the commission who,
to judge from remarks and incidental expressions, I venture to say,
would certainly reserve their opinion as to whether it is desirable or
not. We have not looked upon it as one of the duties of the Tariff
Commission to make up its mind, certainly not to give expression to
any consensus of opinion as coming from the commission, to either
this committee or the Committee on Ways and Means, as to whether
at the present time the adoption of this measure is desirable or not.

The tariff Commission has attempted throughout its career to
confine itself to facts as far as possible, and to present to Congress
only those facts that the Tariff Commission believes to be correctly
ascertained.
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The C AIRMAN. You desire to accentuate to the committee, as I
understand it, that you are appearing individually before this com-
mittee, not for the Tariff Commission as a body; is that it?

Commissioner PAGE. Mr. Chairman, I am here at the request of
the committee to reply to any questions that the comniittee may see
fit to ask me.

The CHAIRMAN. That is the better way of putting it.
Commissioner PAGE. And we have no expression of opinion by

the commission to give to you.
I may say that there are certain members of the commission that

are cordially in favor of this measure. The two new members that
have been added to the commission within the last two months have
long been advocates of the system of American valuation. They
have spoken for it and have written for it for years before they
became members of the Tariff Commission.

The CHAIRMAN. You refer to Mr. Burgerss and who else?
Commissioner PAGE. And Mr. Marvin. Those gentlemen, long

before they became members of the Tariff Commission, were in favor
of this measure and they expressed themselves accordingly.

The CAIRMAN. How are the other members?
Commissioner PAGE. The other members have not given any

formal or official expression of opinion.
If you wish to know the opinions merely of the members of the

Tariff Commission, of course, as individuals we are perfectly willing
to. express those opinions. But I can not commit the Tariff Cow.-
mission one way or the other as to its advocacy or its opposition to
the American valuation. I have not looked upon it as being a part
of the duty of the Tariff Commission to express opinions or to give
views to either House of Congress on a matter of this kind.

The CHAMMAN. You are right.
Commissioner PAGE. We are not a body authorized by law to give

advice or to suggest policies, but merely to furnish information where
information is obtainable.

We have, as you gentlemendoubtless know. already made a report
on the subject of American valuation, in which we have assembled
such information as was at that time available. The truth is that
information in regard to this matter is obtainable in meager quan-
tities, for the reason that it is a comparatively new proposition not
only for this country but for other countries.' It is true that there
are some countries that for year- have had a practice of appraising
goods for dut at their landed value or supposed selling value in the
country to which they were imported. Such a country, for example,
is Holland, the Netherlands, where goods are appraised for duty, as I
remember, at the value of those goods in Hol[and. But in Holland
the duties are low; the Dutch tariff is for the most part a revenue
tariff; it is not a protective tariff in the sense that we use the word
"protective," and they can afford to be much more liberal in their
appraisements and in their interpretations of the purposes of their
tariff than could a country like ours where the tariff is a much more
important measure in relating our trade with foreign countries.

In some other countries, likewise, they have a nominal system of
home valuation, but it is frequently accompanied by a system of pro-
claimed values. That might be illustrated by the well-known export
duty on hides from India. The Government puts the duty at 15 per
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.:ent on hides for export, but the Government proclaims what the
value of the hides that are exported is per pound. That really re-
duces this ad valorem duty practically to a p ecific duty.

Senator REED. But does it lower the duty?
Commissioner PAGE. They can proclaim, of course, any value that

they like for hides. In general they attempt in this proclamation to
reach a sort of crude approximation to what the hides would be likely
to sell for in India at the time.

So likewise in certain South American countries, where they have
a combined system of proclaimed values and specific duties and some-
times genuine ad valorem duties, the proclaimed value in a general
way they attempt to make crudely approximate to what the selling
price of the goods would be.

Senator RzED. What has been the custom hero, then, as to accept-
ing those proclaimed values as the value upon which tariffs should
le levied in this country?

Commissioner PAGE. We have never tried that, Senator, and we
have therefore no experience and -to customs connected with it.

Senator REED. Do you know what is done actually in the collec-
tion of tariffs on these articles?

Commissioner PAGE. You mean in the South Americai countries ?
Senator REED. No; in our own country when the goods are im-

ported here.
Commissioner PAGE. I am speaking of the duties imposed by those

countries on goods they import, not on goods we import front them,
but on goods they import.

Senator REED. Are these facts that you are referring to set forth in
your report?

Commissioner PAGE. They are set forth in our report.
Senator REED. What report. is that?
Commissioner PAGE. That is the report of the United States Tariff

Commission on American valuation.
The CHAIn.3A.N. I have got it here and have sent for other copies,

Senator?
Senator REED. That was printed in 1921?
Commissioner PAGE. It was printed March 26, 1921. Our own ex-

perience, Mr. Chairman, in regard to home valuation was too brief
and too remote to be significant at the present time. You gentlemen
will remember that in the tariff that went into operation, as I remem-
ber it, in 1842, there was a provision for home valuation, but the.
regulations under which that method of appraisement was to be at-
tempted appear to have been so confusing, so conflicting, and so com-
plicated that the provision was repealed after two months. It was
altogether unsatisfactory.

I repeat that that experience was too brief and too remote to serve
us as any indication of the possibility or the expediency of such at
measure at the present time.

One of the usual objections that have been made to the Tariff
Commission to the plan for American valuation is its great uncer-
tainty. The difficulty of appraising the market value of imported
goods is greatly exaggerated by some, and in my judgment it is not
given sufficient importance by others. It is as easy, in my opinion,
to appraise the great bulk of staple commodities that come to this
country at their American market value as it is to appraise them at
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their foreign value; in fact the experience of many generations has
indicated that we can, so far as the great bulk of our trade is con-cerned that is covered by ad valorem duties, get the foreign value
with satisfactory approximacy at least. But the specialties and the
novelties and the new designs and the new goods it is difficult to
appraise abroad, and it is just those things that it would be difficult
to appraise so far as American value is concerned.

Senator REED. The same difficulty exists in both cases, then?
Commissioner PAGE. The difficulty is of equal degree; not the

same difficulty, but an equally great difficulty. The difficulties that
we now experience in getting foreign values would be repeated in
different form in getting the American value of the same sort of
things when they come to this country.

On the whole, it is maintained by the customs officials, and it is
generally, I believe, maintained by all who look upon the protective
policy of this country as having been successful in the past, that we
have" been successful in the appraisement of foreign values so far as
the great purpose of the American protective policy is concerned.

Senator SMOOT. You do not mean by that that there has been no
undervaluation?

Commissioner PAoE. Far from it, Senator Smoot; there has been
undervaluation, the degree of it is unknown and the amount of it is
unknown. We frequently have detected cases of it. So far as the
amount of undervaluation may be compared with the amount of
goods that are appraised at their real value, it, is impossible to say
just how much undervaluation there has been. But. on the whole it
appears not to have affected the purpose for which the protective
tariff was designed.

Senator SiM.oNs. Mr. Page, will you tell me, if you know, to
what extent we have accepted the valuation placed on imports into
this country by the exporter?

Commissioner PAGE. It is impossible to answer that question,
Senator Simmons. I will say that-so far as the great staples of
commerce are concerned, those that constitute the overwhelming
bulk of our trade-values have, except in periods like that through
which we have recently passed, been fairly stable and been known all
over the worll.

Senator SimlIoNs. The rule has been, then, that we have accepted
for the purpose of imposing our duties the foreign values, or the
valuation placed upon the goods by the exporter?

Commissioner PAGE. Not unchecked.
Senator SIMMONs. Not unchecked, of course. But with reference

to that, is not this true: The foreign exporter recognizes the fact
that if he places an undervaluation he is liable to be checked up?

Commissioner PAGE. Yes.
Senator SIM.MoNs. And that in that process he may have to pay

upon a higher valuation than the real foreign value, and therefore
does not that check operate upon him to secure a fair and reasonable
valuation upon the basis of the foreign market ?

Commissioner PAGE. Undoubtedly it does, so far as the greater
part of our trade is concerned. At the same time there have been
cases where men have attempted to evade the lhw by undervaluation
and in some cases they have been detected.Senator Sm. iO.S. Undoubtedly that is so.
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Commissioner PAGE. But it is possible that they have not all been
detected.

Senator Sjsvi,.oss. Undoubtedly they have not all been detected,
but has not that been the exception?

Commissioner PAGE. Of course, no one can speak accurately with
regard to a matter of that kind where you are dealing with the
amount of evasion. If the evasion has been successful, o course, we
do not know about it. But in my opinion, Senator-it is only an
opinion, however-there has been relatively little of that done; that
is, I believe that the amount of undervaluation has been, as compared
with the amount of goods that have paid full duty on full value,
very small.

Senator REED. That is what I thought.
Commissioner PAGE. It has been variously estimated from a

fraction of 1 per cent to as high as 10 per cent. I have seen some
estimates that put the amount of undervaluation at more than 10
per cent, but it L all a matter of estimate, and the estimates usually
vary with the nature and sometimes with the business of the man
who makes the estimates.

Senator WALSH. That bears out the Senator's inquiry?
Commissioner PAGE. If I interpret the Senator's question cor-

rectly, yes.
Senator S.ioor. But generally there are certain lines of goods that

undervaluation has always been claimed, and no doubt a great deal
of the importations has been on a basis of undervaluation.

Commissioner PAGE. It is commonly believed, Senator Smoot, that
undervaluation has been more in some lines of goods than in other
lines of goods.

Senator REED. Do you think, taking it on the average, that 1 per
cent or one-half of 1 per cent is the best estimate that can bo made?

Commissioner PAGE. I could hardly say that, Senator; and I
would hesitate to commit myself to an opinion as to what the degree
or the ratio of undervaluation to full valuation would be. I merely
state that these estimates have varied between the fraction of 1
per cent and, as high as I can remember, 10 per cent. I do not think
that I have ever seen an estimate that puts the amount of under-
valuation at more than 10 per cent. I have no opinion that is worth
expressing on that, because it is a matter about which information
can not be obtained.

Senator REED. Of course.
Commissioner PAGE. If information could be obtained, there would

be no undervaluation whatsoever. There have been notorious cases
of attempted undervaluation, and in some of these cases the Govern-
ment has successfully brought. suit and has visited the offenders with
the penalties provided by faw. here have been other cases where
the Government has brought suit and has not won; the importer
or the accused person has-%een able to show that the Government
was mistakf,,i in its suspicions. .A a rule, the Government is rather
careful bef'y c bringing, suit for undervaluation to make sure that it
has a case So that it is quite possible that cases of undervaluation
get by without the knowledge of the Government officials.

Senator IED. And that might occur under the American valuA-
tion?

'I I



AMEIOAN VALUATION.

Commissioner PAGE. I will say this, Mr. Chairman, that any tax
of any kind that is based on value is based on an unstable and an
insecure basis.

Tile CHAIRMAN. It is the same rule as applies to real estate or
anything else, low in some cases and high in others .

Commissioner PAGE. Perhaps in the case of commodities that
appear in trade it is even more unstable for the reason that those
values fluctuate much more rapidly than does the value of real estate.
It is notorious that in giving the value of his property for taxation,
the average taxpayer is tempted to put the value as low as possible.

The supreme court of a certain one of our Western States on one
occasion, m connection with a witness who was being heard in another
case, when his veracity was attacked on the ground that he had made
a false declaration of his property for taxation, maintained that
perjury in regard to the assessment of property for taxation (oe. not
necessarily impair the credibility of a witness under oath in other
matters. [Laughter.]

That being the case with regard to the American valuation of
property in this country for domestic taxes, it might be thought to
apply to the credibility of men who make assertions or who sigp
invoices with regard to the value of commercial commodities that
they bring in.

The CHAIRIMAN. Is it not true that the undervaluation is most
common in articles of higher value and largely noncompetitive com-
modities?

Commissioner PAGE. Not necessarily, Senator. I think, perhaps
undervaluation would be rather more likely to succeed in the cases
of goods that are noncompetitive, for the reason that there would be
little inducement on the part of any interest in this country to detect
such an undervaluation. But many articles of high value have a
more stable value than some articles whose intrinsic value is lower;
that is, the uncertainty and the fluctuations in value do not occur in
proportion to the amount of value of the article involved.

Senator REED. I do not want to interrupt you, but I would like to
ask this question, whether it is not true that goods imported from
foreign countries are ordinarily bought in what may be called the
open market in the foreign country; that is a fact, is it notI

Commissioner PAGE. n regard to the great staples of conunerce,
nat'urally and necessarily that is true.

Senator REED. In regard to anything a man purchases outside of
something that is not ordinarily dealt in, a man goes over to a country
or has his agents there buy goods, and, of course, he buys them as"
cheaply as he can. But in a way and in a very practical way that
price must be related to the common price prevailing at that time
in that country. Would not that be true?

Commissioner PAGE. In general, that would naturally be the com-
mercial practice.

Senator REED. So that,, in general, when this man imports the
goods into the country and is required to state the price that he paid
in the foreign country, you have a fairly good index to what the value
was in the foreign country?

Commissioner PAGE. I think that our appraisers, Senator, have
acquired an astuteness and a body of information with regard to
foreign values that enable them in nearly all cases to appraise imported
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oods at their actual foreign value. The commodities which are in
doubt so far as the forviign value is concerned are commodities whose
American value would probably likewise be in doubt. Take, for
instance, oriental rugs. They are usually not what you have indi-
cted but they are picked up here and there in various places abroad.
and they are bought frequently as individual piece from individual
sellers, and a special bargain is made with regard to each one. That
is merely a bargain between the buyer and-seller. No one knows
except those two, in many cases, what has been paid for the rug.
When that rug is invoiced to the United States, the man who is send-
ing it over puts on it probably as low a value as he thinks he can get
away with in the appraisal by the appraisers. The appraisers, when
that rug arrives, would appraise it at what, in their judgment, that
rug would be worth in the country from which it came. In a case
of that kind you can scarcely say that the appraiser has knowledge
that is infallible, and, of course, it is obvious that he can not have
accurate and infallible knowledge with regard to those things. But
in a general way he would know what a Bokhara rug was worth in
Constantinople, if it were of certain size and in certain condition;
and he would know what a Baluchistan or any of those other oriental
rugs were worth in the markets where they are commonly dealt in
in the Near East: and in that way he makes his appraisal.

Senator REED. And lie would also have the benefit, in a particular
shipment of rugs that came in, of comparing the price or value which
the importer placed upon that batch of rugs with the price that had
been placed by a large number of other importers, so that if the value
was very much out of line he could at once detect it.

Commissioner PAGP. He would be apt to detect any very great
divergence in the value of any certain importation from other previous
im ortations.

Senator REED. Let us take this question of oriental rugs. I do
not want to dwell on it, but I thinkI can illustrate the point. Sup-
pose you were going to take the American valuation on these rugs.
In trying to arrive at the American valuation, the American prices

.upon those rugs varies with practically every dealer, does it not?
Commissioner PAoE. The price is apt to vary still more widely with

every purchaser.
Senator REED. So that we would not have as good valuation in

that instance, if we took the American valuation, as we would if we
took the foreign valuation, where the purchase price paid would be
taken into account and where all other shipments from abroad, com-
pelled to go through the hands of the same men, would be used for
the purpose of comparison.

Commissioner PAGE. Of course, the case of oriental 'rugs, Senator,
is an extreme and very exceptional case.

Senator REED. That is the reason I am calling attention to it.
Commissioner PAoE. It simply illustrates the general trend of

commerce.
Senator REED. I am speaking of it, because you chose it.,
Commissioner PAoE. Yes, air.
Senator REED. I think it is one of the extreme cases.
Commissioner PAGE. There is no comparable American product.

This bill provides that duty shall be assessed on the value of com-
parable and competitive American products. We have many

I I
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products which compete with oriental rugs. Oriental rugs compete
vith almost every floor covering, directly or indirectly, but in a

certain sense they are not comparable, any more than a work of art
brought from abroad would be comparable with any that have a
wholesale value in this country.

Senator REED.. That brings me, then, to another question. If we
are to fix a value upon imported goods, taking into consideration the
price charged for Ainerican goods of similar character, it follows, does
it not, that if the American goods are pushed up in price then on the
valuation of the foreign goods there is a corresponding push up in
priceI

Commissioner PAGE. Naturally, for dutiable purposes.
Senator REED. And if there was a combination capable of con-

trolling the American prices, or a monopoly controlling American
prices, then every time that combination or monopoly saw fit to'
advance the price of a product it would thereby advance the price
of these competitive products coming from abroad?

Commissioner PAoE. That is quite obvious, Senator, just as the
converse of it is equally obvious, namely, that the incentive to lower
prices on the part of domestic producers would, as some have main-
tained, be reduced by reason of the fact that the lower they make
their prices the more they subject themselves to foreign competition.

Senator REED. I agree, of course, that there are two sides; but
have you ever heard of a combination in America to reduce prices?

Commissioner PAGE. I have heard of many combinations of pur-
chasers looking toward the reduction of prices.

Senator SrumoNs. The prices of things they have to buy ?
Commissioner PAoE. Yes, sir.
Senator Siwois. But you 'never heard of a combination to reduce

prices of things that combination produces, have you?
Commissioner PAoE. I have never heard of that.
Senator SMooT. During the war there has been very little under-

valuation, not nearly as many cases as before the war?
* Commissioner PAGE. That is very probably true, Senator, but we,-
are almost entirely in the dark when we talk about the amount of
lndervaluation.

Senator SmooT. I did not say the amount, I said the number of
cases.

Further, now that there is such a wide discrepancy in the exchanges
of countries, do you not think there will be a tendency in the future
more than in the past to undervalue goods coming from abroad into
this country?

Commissioner PAoE. I am inclined to think not, Senator, for the
reason that the desperate needs of the people of those countries
abroad will compel them to sell their export goods at as high a price
as it is possible for them to get. Of course their first need ii to sell-
to sell at almost any price-but instead of undervaluing and instead
Qf dumping aud instead of trying to sell at a low price, 1 think there
will be every effort made to sell at as high a price as possible; and I
think that for thepsychological effect, in part, there will be an attempt
made by these countries with a low exchange to show that their
trade with foreign countries is increasing and that the values are
going up.
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Senator MoLEAz. They would want to get them through the cus-
tomhouse at as low a price as possible ?

Commissioner PAGE. Naturally, and always have;
Senator MoLzAN. After they have succeided in pa gthe duty,

there would be no disposition to keep the price down, but there would
be an incentive to lower the value for dutiable purposesI

Commissioner PAGE. I think so.
Senator REED. You know, do you not, Mr. Page, that in some of

the countries of Europe the government itself, either directly or
through some agency has fixed the export price far in advance of
the local selling prices

Commissioner PAoE. Do you know of any country except Germany
in which that attempt has been made?

Senator REED. I have only heard of the instance of Germany. I
was asking you, because I thought you could clear it up.

Commissioner PAGE. That is the only country I know of where
an attempt has been made to do that, and the success of the attempt
in Germany appears to be very doubtful. There have been measures
proposed and nominally adopted, but the administration of those
measures appears to have been attended with great irregularity and
uncertainty. To what extent, therefore, they have been effective is
unknown.

Senator SMOOT. Before the war the practice was to sell cheaper
for exportation than in their own country.

Commissioner PAGE. Naturally.
Senator MCLEAN. I should like to have Mr. Page give his option

as to the advisabi ity of this American valuation plan as a whole.
The CHAIRMAN.I think if we could.get down to a concrete state-

ment it woiild be much better than this running discussion.
Senator SiMMoNs. I think we ought to have a concrete statement,

but I think we ought to have full liberty here to investigate all phases
of the matter.

The CHAIRMAN. There is no doubt of that. It is a very important
question, the most iportant in the bill, and there ought to be the

fullest opportunity for investigation. The Chair does not desire to
interfere, and has no power to interfere if he wanted to.

Senator MOCUMBER. I would like to ask Mr. Page one question
along this line.

Recogni zg the fact that the cost of production in the United
States or the.last few years has been excessively high I would like
to have your judgment as to whether an American valuation would
not in all probability tend to maintain the high cost of production
in the United States ?

Senator REED. You mean to say "high prices," do you not ?
Senator McCumBEB. No; I mean the high cost of production. In

other words, if we make our ad valorem duty upon the American
valuation, would not that valuation continue hikh and would not
those who produce in the manufacturing lines follow about the rule
of the cost-plus system in making contracts and keep the prices up
without any attempt to lower them?

Senator REz. That is what I tried to point out, the difference
between the price and the cost of production.

Senator MOCUNMBER. I want to get something concrete on it,
because it is a matter that bothers me, I confess.
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Commissioner PAGE. Senator, it is, almost impossible to base
legislation upon the cost of production, either in this country or
abroad. There is scarcely any will-o'-the-wisp that is more evasive
and more difficult to reach than what we have in mind when we
speak of cost of production. An effort to get the cost of production,
even in this country, results usually in so many arbitrary allotments
of expenditures, in so many purely estimated results, that it is almost
impossible, except in the case of certain special products, to get the
cost of production with certainty. Naturally, that difficulty is even
greater when we speak of the cost of production abroad. To get.
in actual dollars and cents what it costs to produce a commodity im a
foreign country is almost impossible, except by accident.

Senator MCCumBEB. We know in a general way that the cost of
materials that go into manufactured produts has greatly increased.

Commissioner PAGE. Yes, sir.
Senator McCuMBEn..We also know that the cost of labor has

increased.
Commissioner PAGE. Yes, sir.
Senator McCuMBFn. We also know that, at lest up to the present"

time the efficiency of labor has decreased, compared with what it
was before the war.

Commissioner PAGE. Yes, sir.
Senator McCUmBDE. And the natural consequence is to vastly

increase the cost of production, and that means a very much higher
price for each commodity.

Commissioner PAOE. Yes, sir.
Senator MCCUMBER. Would not the effect of this American valua-

tion tend to maintain that very high cost of production, carrying
with it a higher price of commodities?

Commissioner PAGE. Your question, as I understand it, is similar
in nature to the question from the other end of the table a moment
ago, with regard to the removal of the incentive to lower costs.
When you lower costs or lower values, you are opening the way to
a keener and more active competition from foreign countries. Does
that answer your question, Senator I

Senator MOCUMBER. If the tendency would be to keep the pricesup, in your opinion. I am trying to get year opinion.
Commissioner PAGE. The inaducements to lower price would be

lessened. I believe that in most cases domestic competition would
be sufficient to induce producers to sell their products for as low a
price as they can, with a reasonable margin of profit. In nearly
adl of our staple products that would be true. It is domestic com-
petition with most of our producers which will keep our prices down.
In some cases the fear of foreign competition naturally will have an
additional influence.

Senator McCUMzs.u. But with this ad valorem and the American
valuation, there would be far less incentive on the part of manu-
facturers to lower the cost of production, would there not?

Commissioner PAGE. I do not think there would be less incentive
to lower the cost of production. I think every producer would
constantly strive as far as is within his power to lower his cost of
production. There would be less-inducement for him to lower the
price at which he sells his product. He would lower his cost of pro-'
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duction always and inevitably, in order that the difference betwee,
his cost and selling price may be widened.

Senator McCU.BER. If he does not have to lower his selling
price, would there not he less incentive for him to lower the cost
of productionI

Commissioner PAoE. Perhaps we might say there would be less
compulsion upon him to lower his cost, but the incentive would
remain.

Senator SmoOT. On a falling market, not only in foreign countries,
but in America as well, a thiig like that could not happen, could it?

Commissioner PAGE. Not very well, Senator.
Senator SMooT. It would be impossible.
Senator REED. Well, just to clear it up, while there might not

be the incentive to lower the cost of production, because that is
already taken care of by the desire of the man to produce goods as
cheaply as he can and make as much profit as he can, it is neverthe-
less true that the system suggested would have it tendency to remove
the incentive or necessity for lowering the price.

Commissioner PAGE. Yes, Senator Reed.
The CHAIRMAN. Now, Mr. Page will you proceed with any further

statement you desire to make to the committee ?
Senator SiMmoNs. Mr. Page, before you leave that, I want to ask

you just one question. Does this American valuation, or does not
this American valnationplan involve a tax upon a tax I

Commissioner PAGE. To the extent that the American valuation
is presumed to be the value abroad, plus the duty?

Senator SIMMONS. Yes.
Commissioner PAo. Not necessarily, Senator, when you make the

American value the value of goods that are already produced in the
United States, the value at which they are disposed of at wholesale.
That value is supposed to contain no duty in it.

Senator SIMMONS. In ascertaining the value of American products
would you not have to necessarily include in that any value that
had been added to that product, to the price of that product, so
increasing the price of that product, by reason of the fact that a
duty is imposed upon the foreign product?

Commissioner PAGE. You are asking a question, Senator, that a
reading of the pending bill does not enable me to answer; that is,
you are asking how the appraisers are going to ascertain that American
value.

Senator SIMMONS. Let me put it more clearly. Suppose a new
duty is placed upon some product produced in America to a large
extent?

Commissioner PAGE. Yes, sir.
Senator SIMMONS. The American manufacturer, by reason of the

fact that that duty upon his foreign competitor has been increased,
would naturally increase the price of his piduct?

Commissioner PAGE. Provided that it was foreign competition,
rather than domestic competition, that kept it down.

Senator SIMMoNs. That is what the tariff is said to be for, to pro-
teot against foreign competition.

Coimissioner PAOE. In many'cases that is exactly what would
happen.
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Senator S.imwoNs. That means, if it means anything, that the price
in America has been brought down in the absence of a duty to the
price abroad. If the American article needs protection against a

.foreign article, it means the foreign competition hIas pulled the Ameri-
can price down to the level of the foreign price. No , suppose you
put a duty upon the foreign article, would not the American producer
take advantage of that and increase his price accordingly, and when
the next consignment of foreign goods comes the American price
would be enhanced by reason of the duty, and the foreign article
would be also raised up to the same level, for the purpose of valuation ?

Commissioner PAGE. Yes, sir; that is one of the arguments.
Senator SitMNs . Is not that a tax upon a tax?
Commissioner PAGE. That was one of the arguments that was

used against the American valuation in the middle of the nineteenth
century.

Senator SIM.MiONS. It has been used against it in this century, has
it not?

Commissioner PAGE. Naturally, and obviously, and necessarily,
Senator, that would be the case.

Senator SmOOT. You" do not mean to say if there was a duty on a
piece of cotton cloth of 20 per cent to find the cost of the American
manufacturer of making that same cloth for American valuation that
20 per cent is added to the cost of that article? You do not mean
to say this bill provides that, do you?

Commissioner PAGE. We are not speaking of costs, as I under-
Standl it.

Senator SMOOT. That is what the Senator was talking about.
Senator Si.sisioNs. I was not talking about cost at all; Iwas talking

about price.
Senator S.booT. Nobody ever denied duty is added to the foreign

price.
Senator Siifvio.Ns. The effect of the duty is to raise the American

price.
Commissioner PAGE. As I understand Senator Smoot's question,

it night be illustrated in this way
Senator SrsiiioNs. The American value raises the value upon which

a tax has to be paid and to that extent it is a tax upon a tax.
Senator SM[OOT. Not a tax upon American goods. If there is a

tax upon a tax, it is imposed upon foreign goods.
Commissioner PAGE. Let me see if I can not get that a little clearer

by- an illustration, Senator."Senator Snr.so.xss. It is not a tax upon the cost. What it is, is a
tax upon the valuation of foreign goods based upon the selling price
of American goods.

Senator SM!ooT. The wholesale price.
Senator Simto.s. Goods of like character or comparably so.
Commissioner PAGE. Let us take an illustration and see if we can

not understand more precisely what the Senator's question is.
There is a certain variety of cotton cloth-you referred to that a

moment ago-made in this country, known as Venetian, which you
are probably acquainted with. It is also made in England. A
rew rt of the Tariff Commission about two years ago showed that the
price of that American cotton cloth had fallen fairly close to the price
in America of that English Venetian that was imported over here.

.S1527-22-,A v- 2
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Senator SImMoNs. That means the price plus the dutyv?
Commissioner PAGE. That means tho price, plus the duty. That

Venetian pays a certain rate of duty under the Underwood law. I
assume that under this pending act the duty would be raised; that
that English cotton Venetian would bo sold in this country at a higher
price than it was sold before the passage of this act, because of a
higher rate of duty. The natural tendency of American manu-
facttzrers would be to likewise raise their price, because they no longer
have the fear of competition from the English product at the price
at which it came over before. Therefore, by reason of the increase
in duty on that American valuation, it would increase the price of
comparable and competitive American products. In that sense,
I. take it, Senator Simmons means we are paying a tax upon a tax.

Senator Si~slioxs. That is it exactly.
Senator S.ooT. I agree with you in that statement. Your state-

ment is correct, but during the war times there was very little com-
petition. Now competition comes in, and we are going to claim and
the American manufacturers are going to claim, an I think the
American people are going to believe, that the competition will be
great and will require more duty than there is.in the Underwood bill,
particularly with the exchanges against it as they are. I think there
is no doubt about that.

Senator SDi1moxs. Now, you say that raising the tariff upon an
article upon which there is sharp competition between American and
foreign producers would necessarily and in all probability result- in
the increase in the price in America to the extent of the duty, or
approximately the extent of the duty.

Commissioner PAGE. Unless, as Senator Smoot suggested, domestic
competition influenced the price.

Senator SDIvonS. You can answer that after I get through.
Commissioner PAGE. Pardon me.
Senator SiMoxs. The effect of that you say would be, of course,

to increase the valuation placed upon the foreign product for taxation.
Now, suppose that is increased in this way, but the foreign products
still continue to come in, and the American who desires to meet that
competition raises his price, arbitrarily, we will say. That arbitrary
raise has to be added to the foreign valuation, and that can go on at
the will of the Amer'can producer until he has reached the embargo
point, can- it not I

Commissioner PAGE. Theoretically1 at least, Senator; yes, sir.
Senator SL%zsro.s. Well, you say 'theoretically." You mean by

that if the producers in this country can come together and have an
understanding? That is what you mean by "theoretically"?

Commissioner PAGE. Not quite, because in making these increases
they necessarily would be smaller each one than the one before, and
vould diminish rather rapidly until they became so very small as to
be negligible. There is a lifiit to that which common sense would
fix, ofthe amount by which the duty would increase the American
value. If, for example, the duty on Venetian were raised, we will
say, 10 cents a yard, then the American value would increase under
our supposed case about 10 cents a yard. Then there would be an
additional duty on that American valuation, if it is an ad valorem
duty, equivalent to 10 cents in the first place, but there-would not be
the full amount put on in the first place, because the cloth inste d of
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selling for 50 Cents sdlls for 60 cents, which is an increase, but only an
increase of 20 per cent.

Senator SIMMONS. He can increase the domestic price until he has
produced a situation that will prevent further competition. He can
undoubtedly, by pursuing that process, continue gradually to increase
the duty iniposed upon that competitive article.
* Senator SMooT. If Congress does it.

Commissioner PAGE. Yes, sir.
Senator SIMMONS. In this country, any article that is monopolized,

or any article the price of which is fixed by a monopoly, as in the case
of gasoline, it is an easy matter for that industry to act in concert in
the matter of fixing prices, and it would be an easy matter for them to
raise the price constantly until theyhave increased the valuation of
the competitive article to a point that the tax would be prohibitive.

Commissioner PAGE. 'I think not so far as that, Senator.
Senator SIMMONS. It would come to'a point where it would be

excessive, would it not?
Commissioner PAoE. With a much heavier tax than Congressoriginally intended.senator SIMMONS. And by that process you put in the hands of the

producers of this country the opportunity and the privilege of in-
creasing their tax at will.

Senator REED. Increasing their own protection.
Senator SIiMos. Increasing their own protection.
Senator SMOOT. If they did not have any competition.
Commissioner PAGE. Yes; up to a certain point, Senator, that is

true.
Senator SiM~fONs. I would like to know up to what point.
Commissioner PAGE. That could not be told.
Senator SIMMONS. This is the first time in the history of this

country it has been proposed to place in the hands of the American
manufacturer the arbitrary and unrestrained privilege of increasing
his protection against competition.

Commissioner PAGE. Yes, sir- practically.
Senator SIMMoNS. Through the law; not through unlawful action

on his part, but by lawful action on his part. Is not that so?
-The CHAIRMAN. It has reached the point where people would not

buy his product.
Senator REED. I want to treat this question, Mr. Page, in a little

simpler way if I can. 
R

Let us assume that the tariff upon an article is 50 per cent at present
on the foreign valuation. Let us take an article that is worth $100
here but worth $70 abroad, and that a tariff of 50 per cent, based on
the foreign valuation, is added. That article, then, would cost here-
$70 being the foreign price and $35 being the tariff-a total of 6105.
It would be sold, then, in competition with an article which had
originally been $100 in this country, the citizen of the United States
having the advantage because of this 50 per cent tariff. That is
correct, is it not, that farI

Commissioner PAGE. It is.
Senator REED. Suppose that instead of taking a foreign valuation

and allowing the tariff to stand exactly where it was, we levy 50 por

P I r
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cent upon the Anerican valuation. Then the tariff would be 050,
would it not, instead of $35?

Commissioner PAGE. Certainly.
Senator REED. And that added to the foreign value would give

you $120 as the value that the foreign goods would have to command
in order to pay the tariff and in order to realize the foreign price?

Commissioner PAGE. Yes, sir.
Senator REED. So that by the simple device of changing the valua-

tion from the foreign valuAtion to the American valuation in many
instances, without changing the rate of tariff at all, the tariff would
become so high as to become substantially prohibitive?

Commissioner PAlE. Inevitably if yoti change the basis from a
lower to a higher without changftig the rate you necessarily raise theatrount.

Senator ReED. And whenever you do change from a foreign valu-
ation to the American valuation on all those articles that are in com-
mon and general use-- am omitting now the specialties that were
referred to a while ago--you do, by one stroke of the pen, enormously
advance the tariff rates in effect?

Commissioner PAGE. Unless you change the rate when you take a
higher basis of valuation, you necessarily raise the tariff.

Senator REED. Yes.
Senator SIMMON.S. In the case that Senator Reed just gave you

raise the tariff $15?
Commissioner PAGE. If it is contemplated that the chance from it

low basis to a high basis retains the same rates, it is too obvious to
require comment that you raise the tariff.
Senator SMOOT. There is no doubt about. that.
Senator RFED. Then, unless there is good reason which has not

yet been shown to abandon the foreign valuation, would it not be a
franker thing for us to change the rates, to advance the rates, and do
it frankly, and let the American people know that we are advancing
the rates?

Senator SMxOOT. The American people will know it, because nobody
has denied it.

The Senator from North Carolina insists that the manufacturer
himself can raise those rates, and you said, yes, he could, arbitrarih.
He can not raise them any more than the rate fixed by Congress~-
that is, the amount of duty-. That is all he can raise it. Is not that
true?

Commissioner PAGE. It is true that he can not raise it higher thanu
Congress permits. As the Senator from North Carolina added, lie
now proceeds by law to increase the amount that is payable on for-
eign imports by raising the price of his own products in this country.

Senator SMOOT. That is the amount of duty that is granted upon
his goods by Congress.

Commissioner PAGE. I understood the Senator to safeguard his
statemeitt by saving that he was now proceeding by law to increase
the rate of duty'to be paid.
Senator Si1MI.NONS. BY permission of law.
Commissioner PAGE. By raising his own prices.
Senator SI MONS. The right and the opportunity that the law

gives him.
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The CHAIRMAN. He has the opportunity, according to your theory,
to raise the rate?

Senator McLEAN. That is what wo expect in this country.
Commissioner PAGE. I rather think, Senator, that my opinion on

that point is clear both to you and to the Senator from North Caro-
lina, as far as that goes.

Senator SiOOT. 'Y our latter statement is clear to me, and of course
nobody is denying that; but when the Senator from North Carolina
says that the manufacturer can, at his own sweet will, arbitrarily
raise the price as high as lie wants to-

Senator Sisnroxs. I meant, of course, and the witness understood
me to mean, that the manufacturer, for the purpose of increasing
the tax on the foreign article, raises the price of his product., and that
the result would be an increase in taxes imposed by this Government
upon the competitive article.

Senator S.MOOT. He might not be able to sell the article.
Senator Sv4toNs. That would remain stationary, of course, but I

had reference to the amount of taxation that would have to be paid
upon a foreign article as the result of this arbitrary increase by the,
American producer of the price of the domestic product.

Senator McLEAN. Bv that same process of reasoning. if you
adopt a foreign valuation your foreign producers can combine 'and
arbitrarily lower the value of their exports.

Senator S,.ooT. The same as they (id before the war.
Senator MCLAX. If it works here it will work there. It seems to

me it is an exaggerated view to take.Commissioner PAGE. Mr. Chairman. if I may be permitted to say
so, there are a large number of considerations of minor importance
in connection withI this matter of American valuation. On the
whole it appears to me that the determinationn as to its expediency
lies between balancing one great argument in its favor and one great
argument against it.

The great argument in its favor is found in the fact that foreign
exchanges are very variable as between this country and other
countries, and they fluctuate with great violence. The exchange
between England and America is one thing; the exchange between
America and Germany is another thing. The same article coming
to this country from England, therefore, would pay on a foreign
value a much *higher duty than the same article if -it came to this
country from Germany.

There appears to be no valid reason why we should tax imports
rom England higher than we tax imports fiom Geimany, unless you

wish to give consideration to this very important fact, that there is
no hope that in the future at any time will the exchanges right them-
selves unless we make some allowance for purche.se in those countries
where the exchanges are now low. The country, in other words,
that has the lowest exchange will need the greatest consideration, if
we wish to renew our commerce with that country and if we wish
to establish any stable rate of changee at any time in the future
between the United States and the rest of the world. You can do
that only through the instrumentality of commerce.

American valuation would give at least a temporary remedy for
this difference in the exchan,,e rates between the United Statei and
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these different foreign countries. It would, however be only a
mitigation, and a temporary mitigation, of the trouble. The ex-
changes can never be stabilized until commerce itself is stabilized;
and What the world is suiering for now more than for anything
else is some stabilization in production and prices and trade.'

That is the great argument in favor of Ainerican valuation, that
is, that it will remedy, to some extent, at any rate, this difficulty
in foreign exchanges.

Senator McCUMBER. Irrespective of the exchange, take an ar-
ticle that Japan can produce, say, for 20 cents, Italy can produce
for 30 cents, and France can produce for 50 cents, without reference
to the exchange. Even under a stabilized exchange would it not
be better, if it were possible, that we should charge the same against
the goods of each one of these countries?

Commissioner PAGE. Senator McCumber, I think that is true;
and for that reason I think that a system of specific duties always
works better than any possible system of ad valorem duties where a
system of specific duties is possible.

Senator McCuMBER. I think we all agree to that.
Commissioner PAGE. It is true that in that case you are penaliz-

ing a country for certain advantages which it may have in produc-
tion if you tax it as highly as you would tax a country that does
not have those advantages.

It is likewise true that you are penalizing the American consumer
if you cornpel him to purchase under the same tax his goods in a
country of high production as in a country of low production.

There are thoso two considerations that of course the statesman
must not leave out of account in considering the tariff; but those
are considerations that I am sure all the members of this committee
have in mind.

Senator McCumBER. He could still buy the Japanese article
instead of purchasing the French article, and buy it very much
more cheaply, but he would have to pay the same duty.

Commissioner PAGE. He would have to pay the same duty.
Senator McCUMBER. If we had an American valuation. It

seems to me that is the strong argument in its favor.
Commissioner PAGE. That is the strongest of all arguments.
I think attention was called to that fact by Secretary Hoover in

his testimony before the committee on Ways and Means. If I
remember hi; testimony correctly, he said that the situation as toexchanges, in his judgment, was the only argumentthat could
justify this proposed change of basis for the valuation of imports.

Senator REED. I either misapprehended the purport of Senator
McCumber's question, or it seems to me that your answer was just
.opposite to what you might have intended it to be. I want to clear
it up, because we desire to have it clear in the record.

There are different costs of production in foreign countries, and
if we levy a tariff based upon American valuation, it is true, then,
that all of those goods coming to this country would bear the same
duty at our gates

Commissioner PAGE. Yes, Senator.
Senator REED. But that would not prevent the purchaser in the

United States from buying in the cheap country in preference to the
dearer country, would it?
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Commissioner PAGE. It would reduce the incentive somewhat,
because it would reduce the profit that he must make by buying in
the cheaper country when his tax is increased on that purchase.

Senator REED. But it would still drive him all the closer to the
cheapest market, because while he would not make as much, he
would still reduce his price that much. That is true, is it not?

Commissioner PAOE. Yes, sir.
Senator REED. Is not this true? Let us assume, for illustration, in

order to make it plainer if I can, that an article is produced for 10
cents in Japan, 20 cents in Germany, 30 cents in France and 40 cents
in England and 50 cents here. The tariff upon that article from all
of those countries is the same; that is to say, it is made, we will say,
a 50 per cent tariff on the American valuation. In that case the
Japanese, producing for 10 cents, will deliver here at 35 cents. The
Englishman producing at 40 cents and paying a tariff of 25 cents
on the American valuation could not sell here at all. But you still
have the same advantage to the cheap producing country, and your
tariff might shut out of that valuation England and France and
might admit Japan or possibly Germany.

Senator cCumBEH. -You would not say it was the same advantage.
You would still have an advantage in favor of the cheap country,
but the American valuation would make the same tax that the
Japganee manufacturer would have to pay -

Senator REED. No, Senator; you are thinking about one thing and
I am thinking about another. A tariff laid upon the American
valuation might be entirely prohibitive as against the countries of
high-cost production and might not shut out the countries of low-cost
production.

That is a phase of it that I think is worthy of consideration.
Senator S-imo.S. Yes. Take the cqse of the peanut. Say that

it cost a dollar a bushel to produce peantts in this country. They
sell in this country for much more. I take it from what Senator
McCumber said and according to the statement a little while ago,-
probably it would cost but 25 cents to produce them here.

The ChAIRMAN. I can not hear you, Senator.
Senator SI.iq.o.s. I can not help it. I am talking in an ordinary

tone of voice. I will try to raise it.
The margin between the cost.here and there is so great that any

duty that would exclude the Japanese product would-have to be an
excessive duty; and that is true as to the product of any country in
Europe that has a high wage scale and production cost.

Commissioner PAGE. Necessarily that is true, Senator.
Senator Sis.soNs. The point I was endeavoring to make was that

this American valuation would not very materially change the
situation.

Commissioner PAGE. The American valuation, Senator, would
put the same duty upon goods whether they came from a country of
Igh-cost or of low-cost production. Whether it excludes the goods

from the country of h a-cost production altogether depends upon
the rate. It does not depend upon the basis of-valuation, but upon
the rate.

Senator SimMoNs. And to reach the case like Japan, that we were
just talking about, the rate would have to be an excessive rateI



Commissioner PAGE. The rate would have to be a high rate if it is
to k6ep out goods from a country of that kind.

Senator SxooT. But the difference would not be as great under an
American valuation as under the law existing to-day?

Commissioner PAGE. In that respect, Senator Smoot. the American
valuation plan would work much the same as a specific duty.

I have mentioned, Mr. Chairman, what in my judgment is the great
argument in faior of American valuation, the one which I tiink
requires more careful consideration than any other. With your per-
mission I will now mention what, in my judgment, is the greatest
argument against American valuation.

The C0AIRIMAN-. Go ahead.
Senator Sx irOs. Before you go to the greatest argument against

it, let me ask you this: You said a little wile ago that on account of
the fluctuations in the rates of exchan e in different countries this
problem was a very difficult one to dea-with upon the present basis
.)f valuation. But that difficulty would be removed by adopting an
American basis of valuation?

Commissioner Pto. It would not be altogether removed, Senator;
it would be ameliorated.

Senator Si.%.ioss. Very greatly ameliorated. I am going to ask
you this by way of inquiry: Would not that objective he reached by
ascertaining the cost of the product, a given product. which is im1 -
ported into this country, the cost of that product in the market of
highest value, and making that the standard value for the imposition
of duties?

Commissioner PAGE. By that (to you mean the cost of production?
Senator SiMw1io s. An article is sold in Germany at one price by

reason of this fluctuation in exchange. In England! at another price,
and in France at another price. If you were to ascertain the highest
price obtaining in any of these three countries and apply that price
as the valuation to 'be placed upon the article bought from any
country and imported into this country from any country--in other
words, we will say that a certain article is being imported from
three countries---reat Britain, France, and Germany. rt sells for 25
cents, we will say, in Germany; 50 cents in France; and 75 cents
in Great Britain. If you were to adopt the highest selling price
in any of those countries, namely, Great Britain, and fix that as th,
valuation upon which the tax is to be levied, would you not avoid
this difficulty that you have spoken of growing out of the fluctuation
in exchange in these countries that have been ravaged by war ?

Commissioner PAGE. No, Senator; I think not, for the reason that
the country where the price is highest-

Senator Simso.s. I am not suggesting anything; I am just making
the inquiry.

Commissioner PAGE. It will vary. Sometimes the price will be
higher in England, sometimes it ,ill be higher in Germany, and
sometimes it will be higher in France.

Senator Simmoxs. But you could always ascertain in which
country it is highest and &dopt that as the standard of value for
imports of that article?

Commissioner PAGE. If the price made is highest from some
country from which we have no appreciable imports

20" TARIFF HEARINGS.
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Senator SMOOT. We simply go one step further and take the
American valuation.

Commissioner PAGE. It seems to me it would inject into the
matter utter confusion.

Senator SIMmoNs. I am asking if it would not avoid that diffi-

culty.. PAGE. No; I think not, Senator.
Senator REED. Let me ask you one question before you go into

the broad statement of the other side of this case.
I confess, I will say by way of preliminary to my question, that I

do not understand this exchange puzzle. "We are told constantly
that by reason of the rate of exchange there is a difference in the
value. The fact is, is it not, that the reason that English money is
more nearly on a level with the money of the United States than
with the iiioney of any other country is because their money is
sound? Their ability to pay is more secure? That is the reason,
is it not?

Commissioner PAGE. That is a part of the reason and tho chief
part. Another reason is that there is between England and the
United States more trade than there is between the United States
and these other countries. Therefore payments are made more
nearly on an equality.

Senator REED. Tie fact is that the German' mark has been de-
preciated by the issuance of vast quantities of paper money.

Commissioner PAGE. Senator, w at is frequently referred to as
the rate of exchange by the press and by men on the street consists
of two elements at the present time. One is the genuine difference
in exchange; the other is the depreciation of these foreign currencies.
When we speak of the exchange between this country andGermany
we usually mean the number of German marks that can be bought
for an American dollar. You buy a great number of German marks
for an American dollar at the present, time in this country, for two
reasons-

Senator REED. And in Germany.
Commissioner PAGE. And in Germany-for two reasons. One is

because the German mark is a paper mark; the other is because the
trade between this country and Germany has been so one-sided, so
far as we have had any, that the Germans are far more in need of
American money to settle accounts over here than we are in need of
German money to settle accounts over there. That is the true
exchange. So* that what is frequently referred to as exchange is
not really true exchange, but it is a matter of depreciation of the
foreign money.

Senator REED. Exactly. Now, just one further question about
that.

The fact about the matter is that if Germany's marks were all
gold marks, then the rate of exchange would simple represent the
cost of insurance and transportation to send that gold to this country,
and that would be a very small thing, would it not?

Commissioner PAGE. tea.
Senator REED. The real reason for this wide gap between the value

of American dollars and German marks is found in the German
printing press?

I I I
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Commissioner PAor. That is the chief reason, so long as the Ger-
mans have no gold to export. Even though their currency were on
a gold basis in Germany, if they have not the gold to export, the
exchange might still be, as it is commonly expressed, greatly against
Germany. The exchange can be equalized either by the transfer of
gold, or it can be equalized by the transport of commodities.

Senator REED. The German mark having gone down for the .eason
we have spoken of, the result is that prices have advanced as measured
by the mark in Germany-ver greatly advanced ?

Commissioner PAGE. They have.
Senator REED. Would not this whole q uestion be answered if you

took the value of the goods in these various countries measured by
thift instead of by an American valuation of the goods I I mean by
that, transmute values in marks into dollars. -If, for instance, a
mark is only worth 6 cents in our money to-day and a franc is worth
8 or 9 cents, and if you were to take the foreign market as the basis
for your figuring and ascertain what the foreign price was if it was
paidfor in money that was reduced to the equivalent of dollars, then
the whole problem would be solved, would it not?

Commissioner PAoe. Except for the fact that the value of those
foreign currencies has been subject to rather frequent fluctuations.

Senator REED. The American market is not stable either, is it?
Commissioner PAo. No, sir.
Senator REED. Mr. Chairman, I suppose we will have to go to- the

Senate now.
Senator SiMMoNs. I just want to ask one question, because I am

afraid I did not make myself quite clear awhile ago.
You have stated that in your judgment the strong argument, the

impelling argument, if there is one in favor of the American valuation,
is the exchange situation.

Commissioner PAGE. Yes, Senator.
Senator SIMMONs. It is perfectly competent for this Government

to proclaim a value upon foreign imports, is it not?
Commissioner PAoE. Yes, sir.
SenatorSIMMoNS. It is very easy to ascertain the highest price at

which any given article sells for in.any given country exporting to
this country. That can be ascertained from the books in the custom-
house ?

Commissioner PAGE. It can, Senator.
Senator SIMMONS. It is an easy matter to find out what is the

highest price. If that highest price were proclaimed by the Govern-
ment, would you not avoid the exchange trouble and would you not
at the same time avoid this difficulty that you are just talking about,
growing out of the fact that under the American valuation the Ameri-
can producer can, by raising his price, affect in his own interest the
amount of tax that will have to be paid upon the article?

Commissioner PAGE. If I understand your question correctly,
Senator, that would be an arbitrary method of dealing with this
situation.

Senator SiMmoNs. And it would be based upon the highest price
at which that article is inported into this country?

Commissioner PAGE. I should like to call your attention to this,
hat the purchasing power of these foreign currencies in the United

States is a different thing from the purchasing power in those
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countries, the countries of issue. The German mark in the United
States is worth just a little more than one-half in its purchasing power
of what the German mark is worth in Germany.

The CHAIRMAN. Uner the schedule adopted and announced relating
to these hearings and the consideration of the valuation matter par-
ticularly, the committee will now take a recess until half past 2 o'clock
this afternoon, when a meeting tmtil 5 o'clock will be held in this
room.

(Whereupon, at 12 o'clock noon, the committee took a recess until
2.30 o'clock p. m.)

AFTER RECESS.

Senator MCCUMBER. Mr. Page, will you resume the stand?

STATEMENT OF HON. THOMAS WALKER PAGE, CHAIRMAN UNITED
STATES TARIFF COMMISSION-Continued.

Senator MCCUMBER. I believe when we adjourned this morning
you were about to discuss the matter from the standpoint of the
objectors.

Commissioner PAGE. I would hardly use the expression "discuss"
in connection with the remarks that I was making this morning.
As you know, I am here merely to answer questions at the request
of the committee, and I have no desire to enter upon a discussion of
this matter any further than it is involved in the reply to specific
questions which the committee migit want to ask me or on which it
might be possible for me to throw some light.

As the questions were rather miscellaneous this morning, I thought
perhaps I would like to call your attention to the fact that the decision
as to the adoption of this measure will depend, in large measure,
upon the relative weight that you give to two considerations, one in
favor of and the other antagonistic to this proposed change.

Senator MCCU.MBER. That is the American valuation?
Commissioner PAGE. I mentioned this morning what, in my judg-

ment, appeared to be the chief advantage to be derived from this
change. I may add this afternoon that the chief objection, so far as I
have been able to get information relevant to this matter, lies in its
difficulty of enforcement. It is entirely uncertain because almost
an entirely untried method of assessing duties.

We are changing the basis on which duties are to be assessed, and
it is humanly impossible to predict what the result of that change is
going to be. All values are fluctuating, as is universally known
both abroad and in this country. Heretofore we have devoted all
our efforts to the ascertainment, for dutiable purposes, of foreign
values.

Senator SMOOT. May I interrupt you at this point? Don't you
think it is just as easy to find out the values in the United States
where we liave all the machinery, as it is to find the valuations of
goods in foreign countries?

Commissioner PAGE. In the case of the great staples of commerce,
that is undoubtedly true.

Senator 83ooT. Ninety per cent of the goods manufactured in the
United States are in that classI

Commissioner PAGE. I would not venture to estimate what pro-
portion is manufactured in the United States, but it is practically a

I I 1'
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matter of ease to get the value either in this country or abroad of the
great staples of commerce.

Senator SMOOT. Those thing as to which it is almost impossible
to get the value abroad are the most difficult, or will be the most.
difficult, ones to secure the value of in the United States ?

Commissioner PAGE. That is true up to a certain point, Senator,
but there are many things that are imported into this country for the
reason that they are not made in the United States, and there are no
comparable goods.
* This bill just passed by tht House provides that the duty shall be
assessed on the value of comparable and competitive goods of Amer-
ican origi. Many of our imports come, in large measure, for the
reason that the domestic products are not quite comparable with---

Senator SMOOT. Well, the bill could be amended so as to take care
of such items, could it not ?

Commissioner PAGE. There is a provision for that.
The provision is that these goods shall he dutiable at. their value in

the United States. It is difficult to find out beforehand what their
value is. The matter appears to be viewed by the customs officials
with a great deal of irepidation. I have found no willing acquies-
.ence in the proposition from any of the men who have been engaged

in the administration of the tarff law; that is, the appraisers and the
customs house officers. Their judgment in this matter certainly.
deserves some consideration vhen they represent it as being a matter
of extreme difficulty and uncertainty.

We do not know just how American valuations compare with
foreigni valuations at the present time. It seems impossible to
predict how they will compare with foreign valuations two or three
years hence. That, of course, is in the hands of the gods.

We are changing the basis for the assessment of ad valorem duties
at a time when international commerce is already almost in a condi-
tion of chaos.

Senator SMOOT. Have you any idea as to how we can meet the
situation of the extreme difference in exchange? I mean, of course,
other than by American valuation.

Commissioner PAOE. As I said this morning, Senator, that is the
chief argument in favor of the proposition. rdo not think it can be
met in any way. I think this will be only a partial remedy for it,
but there is no way on the face of the earth to meet the difference in
rates of exchange until commerce itself becomes more stable. The
only way to meet the difficulty is so far as the welfare of this country
permits, to encourage imports from other countries where the ex-
change is lowest, and in less degree from other countries. Of course,
that would be done by retaining the present basis of valuation, but

'that is a consideration for Congress and not for the Tariff Commission.
Senator SMOOT. But you do not know of any better way to meet

that situation than the American valuation?
Commissioner PAGE. I know of no better way. In fact, I will make

it stronger than that by saying that I know of no way. This will not
meet it, but it will ameliorate the inequalities. It will, however, fall
short of meeting the situation.

Senator S:!ooT. I was trying to see if you know of any other plan
that would meet the situation so nearly as the American valuation
plan ?
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Commissioner PAGE. Who was it that said when our own exchange
was suffering that "the way to resume is to resume"? You can not
meet this situation. . You can not meet it until foreign countries
resume.

Senator McLEAN. Do you know of any alternative that will work
as well as the American valuation plan ?

Commissioner PAGE. I have no way to suggest that would meet
the situation at all. This will meet it to some slight extent.

Senator McLEAN. Well, do you know of any alternative method
that will work as well as this?

Commissioner PAGE. I know of no other, and I feel qualified to say
that there is no other. I think there is no other means of meeting
this difficulty. This country can not escape the suffering that has
come upon tLe world by reason of the Great War and its after effects.
We may be able to physic our symptoms but not our trouble. We
have to bear our part of the burden; that is inevitable.

Senator McLEAN. Yes; that is true.
Commissioner PAGE. We may be able to relieve the symptoms

temporarily, and we may palliate some of the sufferings of our own
people, but we lave got to bear our part.

Senator SMOOT. Under the conditions existing in our own country
an.l the world generally we have to do the best we can to protect our
industries. The adoption of this American plan does not mean that
the policy must necessarily be followed hereafter, so long as we are
enacting tariff measures. If the world should go back to normal and
the exchange should become normal in four or five years, all the
Congress will have to do will be to go back to the old plan of imposing
duties, if it is so desired.

Commissioner PAGE. There, of course, Senator, we are dealing with
possibilities.

Senator SMbOOT. Possibilities?
Commissioner PAGE. And with contingencies of unknown develop-

inent in the future. It is not for tny living human being to know
what may be th most feasible method to do these things in the
future.

Senator SiOOT. Have you any other disadvantages in your mind
than the difficulty of enforcement?

Commissioner PAOE. None that I think of such importance as to
make it necessary to mention them in connection with this one.
This really includes practically all of them.

Of course, a great many objections have been raised to this pro-
posal, largely through a misunderstanding of its nature. There is a
widespread and popular impression that changing from a lower to a
higher basis of valuation will necessarily mean "the raising of the
tariff. You know, of course, that that does not necessarily follow.

The trouble about this is that we are changing the basis of valua.
tion and we do not know how the new basis compares with the old.
We do not know how rates on this basis will compare with rates that
are known upon the old basis.

There are some things which are selling in this country now at a
price that is not higher than the price of comparable goods of foreign
countries. There are other goods that are selling abroad at prices
that are lower than the American prices. If you change the basis
you will, of course, if you preserve the same level, raise the tariff.

1 41
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But one of the difficulties involved, and one of the elements of un-
certainty in this whole scheme, is the total inability of the Members
of Congress, of the Tariff Commission, of the appraisers and customs
officers, to give you precise, trustworthy, and accurate information
as to the comparison of foreign with domestic prices, and when both
domestic and foreign prices are fluctuating as rapidly as they have
been in the recent past, and as rapidly as they are likely to do in the
future, you are taking a step which is necessarily involved in great
uncertainty.

Senator MCCUMBER. Right on that one point, would you kindly
explain how, under this bill, assuming that you have examined it,
you would arrive at the American valuation of many products in the
United States that are sold daily on the exchange such as food, fruit
products, cattle, hogs hay, cotton, wheat, etc., which vary from day
to day and from week to week. Have you thought of any method
by whioh you would ascertain the prices ? Would you have to take
the number of week& or months or days as a basis, or how would that
be determined?

Commissioner PAGE. That would have to be worked out, Senator,
by the appraisers. They would have to reach some workable regu-
lation as to how they are to do this.

W, have already'sent some men to New York to make such in-
vestigation as is possible with regard to foreign prices of the imports
that are now coming in, and when we have trustworthy information
as to these foreign prices on these current imports, we, perhaps, can
take up with the appraisers just how they are going to get the Ameri-
can wholesale prices of these goods, so that we can then apply their
methods to find out what the American price is; and so before your
work is over, we hope to lay before you a comparison of foreign prices
with American prices on certain typical lines of goods which will
enable you to see what you are doing a little bit clearer, in changing
this basis. That is, we want to compare the old basis with the new
basis, but we can not do that until we know how the appraisers are
going to get the valuation on these things coming in.

Senator MCCUMBER. Suppose there should come into this country
as an importation from South America a shipload of hides. You
would then look over the exchange market and you would find that
bides had gone up or down and that they had fluctuated day in and
day out for a week or a month. Would your idea be to take an
average of a certain length of time prior to the entry of this shipload
of hides ? How would you arrive at some basis?

Commissioner PAGE. The bill provides that the value shall be
taken of American goods on the day of exportation of the foreign
goods. You take the day on which the hides leave South America,
and then the appraisers determine what comparable hides were
.selling for in the principal wholesale markets of the United States on
that day. That is the provision in the bill.

Senator MCuMBER. That would take care of that proposition,
thenI

Commissioner PAoE. Yes.
Senator McLEAN. A great many of the agricultural products are

specifically dutiable.
Senator SMOOT. Well, it is all right, then.
Commissioner PAGE. They would not be involved.
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Take cattle, for instance. That would illustrate, I think, Senator
McCumber's idea. Let us assume that the duty on cattle is an ad
valorem duty, in part. Now, cattle come in from Mexico and from
Canada, as you know. The cattle are sold in this country. When
the Mexican cattle come in they are to be made dutiable at such and
such a percentage of their value or rather, of the value of comparable
American cattle. It will be the duty of the appraiser to determine
with what American cattle the Mexican cattle are comparable.
They will not be dutiable, under this bill, on the value in Mexico;
they will be dutiable on the value of comparable American property.
Naturally, that puts a great deal of responsibility upon the appraiser;
it also puts a great deal of power into his hands. It is inevitable that
you must give him this power and that you must impose upon him
this responsibility; but it is for the appraiser to determine with what
American goods the foreign goods are comparable.

Senator SmooT. That would be easy. There are quotations on
that every day. You could compare it with the stock selling on the
market at the same time.

Commissioner PAoE. I am merely mentioning that as indicative
of the way in which it must be done, and not as an illustration of the
difficulty attending it.

I might mention the importation of textiles. Take, for instance,
dress goods from France, or worsteds from England.

The importation of worsteds from England will be dutiable in this
country, not on the value in England, but on that of the comparable
and competitive worsteds made in the United States. The appraisers
must determine with what American worsteds these English worsteds
are comparable, but it will be a matter of some difficulty to tell and
will put on the appraiser a great deal of responsibility; it will also
give to 1im a great deal of power. The appraiser will have the power
to put upon these imported goods a higher or lower duty, by reason
of the fact that he can determine with what American goods they are
comparable.

The decision of the appraiser, I may say, may be appealed to the
Board of General Appraisers; that is final:

Senator SIMOOT. The same thing applies to-day, does it not?
Commissioner PAGE. Senator Smoot, I would like to repeat what I

said this morning-I think I said it this morning; I know I have had
it in mind-and that is that we can make this American valuation
work in the United States if you give us time. We have made the
foreign valuation work in the" United States and, on the whole, and
in the long run, it has worked satisfactorily. There have been cases
of undervaluation; there have been diffictilties in the way of it, but
when you try to form in your mind a picture of the thing'as a whole,
I think few will deny it has worked. There is always a sort of twilight
land of doubt about these imports. It will not be much narrowed by
the American valuation.

Senator S.ooT. Nor broadened.
Commissioner PAoE. Nor broadened, but the main difficulty with

this proposed scheme, I repeat, in my judgment, is that it will, for a
considerable time, confuse the operation of your task; it will make it
doubtful on the part of the business men what the duties are that
will have to be paid; it will make for a condition where business will
be done with some degree of uncertainty, and it will be speculative
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for some time to come, and it, will throw into the state of business,which is already upset and more or les chaotic, another element of
doubt and uncertainty.

It would be, in many respects, better if an experiment of this
kind-and it must still be looked upon as an experiment-could be
tried out when conditions were more stable than they are at present.
However, we express the hope-and it is a hope-that this American
valuation plan may do something to relieve the trouble from foreiglk
exchanges.

Senator Siooa.. If it were not for the serious conditions existing,
we would not have to make this change.

Commissioner PAGE. Oh, many have thought of it for many, many
years.

Senator GERRY. It is a chaotic condition to-day that makes the
experiment necessary.

Commissioner PA6IE. Yes. That was included in my statement.
Senator GERRY. Would it not be necessary for the Treasury

Department to get out a list showing what commodities are compara-
ble with others t Otherwise, the different appraisers might choose
different commodities to compare with them.

Commissioner PAGE. It would be impossible, Senator Gerry, for
the Treasury Department to get out a list of goods of American
origin that are comparable with all possible imports to this country.
The importer will be obliged to take his chance as to what American
product the importer's goods will be compared with.

Senator GEnRY. Different appraisers then might choose different
commodities as comparable.

Commissioner PAGE. Different appraisers night then choose dif-
ferent conmodities as comparable. In a case of that kind--

Senator GERRY. So that then you would have varying duties.
Commissioner PAGE. Either side might appeal to the Board of

General Appraisers. It is inevitable that there will be a great deal
of litigation, a great deal of friction, and a great deal of difficulty
involved in a thing as radical as this is.

Senator GERRY. It goes to prove what you have been saying, that
all this will cause delay.

Senator SMoOT. There has never been a change in any tariff, up or
down, when that has not occurred.

Coiunissioner PAGE. It is a question of degree.
Senator GERRY. It will be to a greater degree in this case?
Commissioner PAGE. This will inject a greater degree of uncer-

tainty until this thing has been determined by court decisions and by
efforts of the Treasury Department to stabilize the now conditions.

Senator GERRY. In other words, it might take a couple of years?
Commissioner PAGE. I would not venture to predict how long it

would take.
Senator McCubnMBn. Has the Tariff Commission formulated any

tables upon this new tariff bill showing the ad valorem rates under
the present tariff as compared with what they would be under the
American plan under this new tariff proposition?

Commissioner PAGE. We are making some tentative effort to do
that now. We have some men in New York who are working on it.
I hope to be able to send up a few more to make some comparison of
that kind, but it has been impossible thus far to get any trustworthy
information along that line.
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Senator MCCUMBER. Can you give us any information as to about
how long it will be before we shall be able to get such comparative
tables from the commission ? •

Commissioner PAGE. I should be afraid to name a date, Senator
McCumber, because if I did so it would be almost equivalent to a
promise, and I could scarcely provide that information by a certain
day; but my hope has been that in the course of a few weeks we
should have some information at least. However, that will not be
as complete as we should like. It will be suggestive, if not de-
termining.
Senator MCCUMBER. You can easily see, Mr. Commissioner, that

in fixing rates it is very essential to have information of that char-
acter before we know what rates to fix upon the several commodities.

Commissioner PAGE. Do you regard the information used by the
Committee oil Ways and Means as not being satisfactory for fixing
rates?

Senator MCCUMBER. I have looked in vain so far to find a founda-
tion on which to work on th, American valuation.

Senator SMooT. Are you v-rking in cooperation with the Treasury
Department in this matter?

Commissioner PAoE. We are in communication with them.
Senator SxooT. They are working along the same line, are they not?
Commissioner PAOE. We are attempting not to duplicate any

work that they are doing, but to supplement what they are doing,
and to make use of any information they may be able to collect.

Senator SMOOT. I knew that the Treasury Department was work-
ing along this line.

Commissioner PAGE. Yes; that is true.
Senator MCCUMBEBi. Are there any other questions that the

members of the committee desire to ask Mr. Page.
The committee is very much obliged to you, Mr. Commissioner.
We will now call upon Mr. Burgess, of the Tariff Commission.

STATEMENT OF HON. WILLIAM BURGESS, MEMBER UNITED
STATES TARIFF COMMISSION.

Senator MICCUMBER. Mr. Burgess, you were present while Mr.
Page was givin g his testimony and you were able to observe from
that the line of information sought by the committee. The com-
mittee will be pleased if you will, in your own way, give i.t such
information or throw such light as you may have on the subject of
the American valuation.

Commissioner BUROF.SS. I shall be very glad to do so, Mr.
Chairman.

Before discussing this matter and before giving my personal
views, because, as Dr. Page has said, the commission has not acted
as a commission in preparing any statement on which all are
agreed, I would like to say that for the last 17 years I have been
quite closely associated with customs matters in New York.

Some time before that I occupied the position of American consul
in the Stratfordshire district of England, so that what I have to say
is based largely upon first-hand information.

Senator G*ERRY. Did you occupy any official position in New
York I

81527-22-A V----8
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Commissioner BURGESS. No; not as a Government official. I rep-
resented some large industries in looking after the administration ofthe law, so far as it pertains to theso.industries.

Senator GERRY. What ones, may I askI
Commissioner BURGESS. The china and pottery industries and the

electrical industry.
To condense, as far as possible, what I have to say and not to

occupy more of your time than is necessary, I have put my thought
in writing so as to be able to speak directly to the point

Changing of the base for assessing duties from the present system
of wholesale foreign market value to that of the wholesale American
value is somewhat radical. Difficulties at once present themselves,
which, coming out of the clouds appear like mountains, but when the
mists have passed away and the subject is thought through, those
mountains become as mole hills.

The advantages of the American valuation plan so far outweigh
the difficulties as to make the latter seem insignificant.

The needs for such changes are, first, the loss of revenue to the
Government through undervaluation; second, the loss to the Amer-
ican industries of adequate protection intended by Congress; third,
the evident purpose and deliberate intent on tl - part of some foreign
manufacturers to deceive our customs officers n.d investigators by
the misstatement of facts. This practice is known to have been
approved and assistance rendered to such manufacturers by certain
foreign Governments in the effort to blind and mislead as to important
facts bearing on the true foreign market values. As illustrative of
this fact, I add to my remarks, but will not take your time in reading,
part of an address made by the president of the German National
Chamber of Commerce before that body at a meeting held in Berlin.

Further indication of interference with the collection of proper
duties on the part of another foreign Government is indicated by an
attempt to compel our Government to discontinue certain suits
brought against some of their manufacturers and their American
agents by threatening to withhold their Government appropriation
for the Panama Exposition, and stating that such appropriation
would not be made while these suits were pending, as they showed the
unfriendly attitude of our Government toward them and their
manufacturers.

It has been repeatedly stated that the Government records proved
undervaluation does not exceed one-tenth of 1 per cent of the total
imports. This statement, if true, simply goes to prove how inade-
quate are the means at the disposal of our Government to detect
such undervaluations and collect proper duties thereon.

I would like to say, however, that that statement is not at all cor-
rect, taking last year's importations into account.

Senator Smoot this morning said something about there not being
many undervaluations during the period of the war. That, perhaps,
is true to an extent, because of the fact that the administration of the
law was very lax at that time, as everyone realized and knew that
foreign values were not stable and could not be secured. Then, the
stress of circumstances, the decrease in the number of employees,
and so on, made it impossible to do the work properly. But in the
year 1920 1 understand there were in the neighborhood of 600,000
invoice entries made. About 40 per cent of them were on the free
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list. About 40 per cent of the remaining 60 per cent were specific
duty goods. So that there were comparatively few invoices entered
on an ad valorem duty. I have the figures here, 156,000 invoices,
in round figures. There were 49,367 invoice advances made on entry
by the importer or advanced after entry by the Government, show-
ing that one-tenth of 1. per cent claim is an unfair statement.

Senator SIMmoNs. WThat would be a fair statement? You say
that one-tenth of 1 per cent is an unfair statement. What do you
think would be a fair statement?

Commissioner BUROESS. According to these figures for 1920 it would
seem to be about 25 per cent of the ad valorem invoice entries, the
goods based upon ad valorem duties.

Senator SMOOT. And the specific duties are not in question.
Senator SIMmoNs. You mean to say, then, do you, that one-fourth

of the goods upon which ad valorem duties were imposed were
undervalued u

Commissioner BUnoEss. As the invoices came to this country. It
is this way, Senator: When an invoice is advanced by the appraiser
other importers will take notice of this advance, and will add to make
the market value, so as to avoid the penalty and difficulty with the
Government, so tiat the actual number of undervaluations is impos-
sible to tell.

Senator Simmo..s. Do you mean to say that the importer would
voluntarily increase the invoice price?

Commissioner BUROESS. Yes.
Senator Sis.moNs. And raise it to a satisfactory price?
Commissioner BURGESS. Yes.
Senator SvI.MMONS. Eliminating these figures, or this increase,

voluntarily made, what would te the per cent of valuation that
would be in controversy?

Commissioner BURGESS. I have no data or means of giving an
answer to that question.

Senator GERRY. When you said 25 per cent that was a surmise
without any very definite information?

Commissioner BURGESS. No, sir. These figures are, I think, sus-
ceptible .of proof. There were about 156,000 invoices based on an
a valorem rate of duty, out of which 49,367 invoices were either
at the time of entry advanced or raised by the appraiser after entry.

The evasion of the payment of full taxes of any charac ic is a
matter of common knowledge; where the incentive exists, the
practice of evasion is sure to follow. This is true regarding real
estate taxes and personal taxes. Why is it, then, inconceivable
that the foreign manufacturer or exporter, who has no interest in
our Government, should go to the linit of undervaluation where the
duty tax upon his product runs from 10 per cent to 60 per cent of
its value?

Assessing Juties upon foreign value is like taxing real estate
where the collector happens to reside instead of where the property
is located. It would be like a man in New York assessing and col
lecting taxes upon property in California. Inasmuch as the tax
would-be collected in New York, would it not be to the interest of,
not only the owner, but the officials of the State of California, to
report the assessment as low as possible?
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That this is not merely a supposition, but an actual fact, I would
like to refer the committee to an elaborate report made to the Sec-
retary of the Treasury by a commission appointed to investigate
the wholesale market value of French china made at Limoges in
December, 1912.

Senator SIMMONS. We have had, from the very beginning, the
matter of foreign valuation written into our tariff laws. Do you
contend that these undervaluations are more flagrant now and more
universal now than they have been in the past?

Commissioner BURoEss. No, sir, I do not; but I know from
experience in the last 20 years that it has been a continual per-
formance.

Senator SirifioNs. In that period we have framed two tariff
bills. I do not recall now whether there was any suggestion of
changing the traditional method of valuing imports. There was
talk, just as there is always talk, about undervaluation, and sugges-
tions of possible and probable remedies for that condition, but it
was never contended that we should change the system and method
of valuation because of these undervaluations in exceptional cases;
and I am asking now whether the situation with reference to that is
any different from what it was when we framed these other tariff
bills. Is there anything in the present valuation'of foreign imports
that indicates that undervaluation is greater now or that it is re-
sorted to to a greater extent or that valuations are lower'in pro-
portion to actual values now than heretofore.

Commissioner BuRoEss. I do not think so, as far as actual under-
valuations go, but on account of unsettled conditions the difficulty
in securing the foreign market value is very much greater than it was.

Senator SIMMONS. On the contrary is it not true that it has devel-
oped from your investigation and from the investigation we had
with reference to dumping that foreign values are higher than they
have ever been.

Commissioner BURoEss. That is true, but that is also true with
all American products. They are very much higher than they
were. In the case of German goods, for instance--

Senator SwMoMNs. The foreign valuations, as developed from that
investigation, are so high now that they have approximated American
values

Senator SmooT. In some cases.
Senator SriMows. Yes.
Commissioner BUmoEss. They are exceptional cases, I think-
Senator SIMMONS. In other words, I am trying to get you to the

point of considering the question of whether there is not less reason
in the actual conditions and practices of the day for finding and
adopting some other method because of undervaluation. That
seems to be the point you are raising, and has been the condition in
the past, and at the time we adopted these other tariff measures.

Commissioner BuRoEss. Confinig the answer to that specific
question, I should say the principal reason for making the change
would be the difficulties of securing the foreign market valuo.
You have spoken of the higher values abroad. It is true that
Germany, for example, in certain lines of industry advanced her
goods, the Government had a bill before the Reichstag to make the
export values 150 per cent above the home market values, and then
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she was going to tax the manufacturer 90 per cent of that 150 per cent
as an excess-profits tax. That bill, however, did not become a law.
It was defeated in the Reichstag. But manufacturers, anticipating
that it would become a law, added that 150 per cent to their home
market value and " put it over," to use the slang expression, with the
American buyer. When the bill did not become a law, the German
manufacturers, realizing how easy it was to get that 150 per cent, con-
tinued to extort and pocket that money, and are to-day, or were up
to the time of the antidumping provision, reaping the benefits of that
advance. The importer was simply paying the duty on the home
market value, which is 60 per cent of the actual price he paid for the
goods.

Speaking of the American valuation plan, Senator, I would like to
call attention to the fact that it was proposed at the time of the
formation of the Payne-Aldrich bill. A proposition was put to the
committee at that time. You will find my statement in the House
hearings of that date.

Senator SIMMONs. I was a member of the committee at that time,
and while I will not say, of course, that you are not correct in your
statement, I do say I do not think it was seriously considered.

Commissioner BURoESS. It was not seriously considered by the
committee.

Senator SIMON os. From my remembrance, anyhow.
Commissioner BuRaEss. The only outcome of those deliberations

was the introduction into the law of section 11 of that bill, providing
as an alternative to foreign value taking as value the American
selling price, making deductions to bring it back to a foreign market
price. I don't know whether you recall that provision or not, but
that was the provision that Mr. Pane himself told me that he had
thought out as the most that could be accomplished at that time.

Speaking of the difficulties, in 1912, I think the date was, Secretary
McVeagh appointed an appraisement commission to go into the
question of foreign valuations, or the assessing on a foreign basis, and
1 would like to refer the committee to that commission's report,
if they want actual facts, in 1912. It goes into the subject very
elaborately, covering over 1,100 typewritten pages, showing how the
consular certificates were of little value; how the examination of
the values of that country was largely a local matter, no actual
appraisement upon the foreign market value and there was little
knowledge of foreign market value; that foreign chamber of commerce
reports were absolutely worthless, and that the knowledge of the
examiner was based almost entirely upon the importer's invoice.

Senator SI MoNS. I was not here during the beginning of your
testimony. I do not know what your business is.

Commissioner BUROESS. I am a member of the Tariff Commission.
Senator SIMMONS. I beg your pardon. I will not ask you the

question I intended to ask.
Commissioner BUROESS. I am not speaking as a member of the

Tariff Commission.
Senator SnMMoNs. I will not ask you the question.
Senator GERRY. I would like to ask the witness a question. You

spoke of representing certain industries in New York. How did you
represent those industries?
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Commissioner BuRoEss. I watched the importations of-
Senator GERRY (interposing). I do not think you entirely under-

stood me. Were you employed by certain industries?
Commissioner BuRoEss. Yes, sir.
Senator GERRY. What, may I ask?
Commissioner BURGESS. The United States Potters' Association was

the principal industry. That was my own business, and I gave my
principal time to that.

Senator GERRY. And you were employed by them to watch the
tariff situation?

Commissioner BunoEss. Yes, sir; I simply made that statement to
show that I had first-hand knowledge.

Senator GERRY. Qualifying as an export?
Commissioner BuRoEss. Yes. The Government is losing large

amounts of revenue from the fact than many manufacturers and
groups of manufacturers feel that they are complying with the letter
of our law if they can in any way establish a foreign-market value,
regardless of the actual selling price or cost of production. Such
manufacturers invoice their goods at or below the cost of production,
and paying auty upon that low valuation reap enormous profits from
the sa esmade in this country. There are foreign goods to-day
coming into this market which, when sold on the American market,
show a profit running from 100 to 300 per cent of their factory cost.
One case I have in mind came under my notice within the year,
showed a profit of 1,750 per cent, the actual goods costing 24 cents
abroad. That was a retail sale, however, which made it larger than
others. The goods sold at $4.20 a dozen, and the foreign cost was
24 cents.

A striking illustration of the truth of that statement came to my
notice recently when a group of manufacturers were selling at appar-
ently a uniform price to and through their agents in the Uited
States. An American buyer could not go into this foreign market
and make any direct purchases from these manufacturers, but could
only buy through their American representatives. All factories
were no't in that combination. An independent buyer made a
direct p . chase from one of these outside factories at what lie believed
to be the lowest wholesale price on that market, and placed a large
contract on these terms. It was found later that that actual, bona
fide wholesale transaction was made at a price 250 per cent above
the invoice value of similar goods exported by that group of manu-
facturers. That importer, of course, found it impossible to compete
with goods paying a duty based on so much lower value than this
actual purchase price, and was compelled to cancel the order. It is
since the first of January this matter occurred, so it is an up-to-date
fact.

Senator S,.MMoxs. That was a case of gross undervaluation, was
it not?

Commissioner BURGEss. This practice is continuing. That group
are bringing their goods in at the low value. The reply sent me was
that the high price at which 'the actual purchase was made was over-
valuation.

Senator Sxsno.iNs. Do you mean he paid a fictitious price?
Commissioner BuRoEss. No. Ie paid the price he had to pay,

the actual market value, but the duty to-day is being based and
collected upon the low value.
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Senator SnxtoNs. Was it not rather strange that a transaction of
that kind could occur without the facts being brought to the attention
of the American appraisers?

Commissioner BURGESS. That matter was brought to the attention
of the American appraisers.

Senator SitMo.Ns. What did they do about it?
Commissioner BURGESS. After several months' deliberation the

department came to the conclusion that as all this special group of
manufacturers were sending their goods over at the low price, that
was therefore the wholesale market price in that country.

Senator StMmoNS. Do you think their conclusion was a valid and
reasonable one?

Commissioner BURGESS, I personally did not feel that it was.
Senator SIMONS. -Do you not think that was a case where the

appraisers were grossly negligent and indifferent to the interests of
this country and i the enforcement of the laws of this country?
The appraisers in that instance were as much to blame as the man
who practiced the fraud.

Commissioner BURGEss. The facts speak for themselves, sir.
Senator SIMMoNs. I think they do speak very powerfully against

our appraiser's office, if that is true.
Commissioner BURGESS. I think that can all be substantiated by

actual figures and names and dates, eto.
It is quite natural that opposition to this method should arise on

the part of importing -interests, especially some of those who feel
that their property will be assessed at nearer its real value and taxes
collected thereon.

You will hear such expressions as "The method is absolutely
impracticable and unworkable" "It will ruin the importing interests
of the country," "It is impossible to find comparable articles on which
to base values," "Because the law requires that duties shall be as-
sessed uniformly at all ports, it is impossible to find a chief market or
markets."

Senator SmsfoNs. You are talking now about the American
valuation?

Commissioner BURGESS. Yes, sir. These are the objections.
Senator SiMsioNs. Then you have finished your statement as to

the objections to the present method of valuation?
Commissioner BURGESS. I have simply- finished that part that

refers to the reason that I feel that the American valuation should
be put into law.

Senator SI-tmMONS. Then I understand you-and I am interrupting
you now because I want to get this out before you discuss why you
think the American valuation ought to be substituted-is the com-
mittee to understand that your fundamental objection to the present
method of valuation is the abuse of undervaluation?

Commissioner BURGEss. That is one of them.
Senator SIMMoNs. That is the only argument I have heard you

make.
Commissioner BURGESS. It is one of them. There are other

reasons.
Senator SmtoNs. You have other objections you will present

against the present method of valuation?
Commissioner BURGESS. Yes; I expect to.
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Senator SIMMoNS. I wanted to know if that was all.
Commissioner BURGESS. No. The great objection, one of the chief

objections has already been brought out, the matter of exchanges,
but we Wi come to that.

Senator SMwmONS. That will be brought out by some other witness,
not by you?

CommissionerBURGESS. No; I will bring it outlater. I was simply
voicing some of the objections I have heard against the American
valuation. Others were "It is impossible to find uniform and true
values," "The Government employees have no knowledge of Ameri-
can values, and it would require a complete revision of their present
fund of information."

Senator Smoor. You are reciting now the objections that have been
made to the Air jrican valuation?

Commissioner BuRoss. Yes, sir. "It would be revolutionary and
disturbing methods that have been in existence for generations." It
is quite true that it will arouse some employees of the Government
to real activity in an effort to secure information as to real American
values. It is true that all goods will have to be actually appraised,
whereas comparatively few imported goods are now actuallyappraised.it is true some goods are at present examined and the invoices

checked up, but as to actual appraisement based on actual first-hand
knowledge of foreign values, there is little or no such appraisement.

In the past and at present the actual practice is an easy job by
simply, fiist, assuming the importation invoices to be correct and,
second, if in doubt, comparing it with his fellow importer's invoice
for the same class of goods from the same district. The actual carry-
ing out of the spirit and letter of the present law would require an
army of experts, clothed with such power as it is impossible to secure,
to go through the world to find the actual foreign market values.
Wit the exception of a few large staple industries, it is well known
by all who have come in contact with the present method of assessing
duties that valuations are very largely matters of guesswork, without
any positive knowledge as to facts.

As to the advantages, the assessment of duties upon an American
valuation is not a new idea in tariff legislation but the carrying out
in detail of this proposition has not been before gone into with a
thoroughness as is being undertaken at this time.

The first tariff law of June 4, 1789, provided that duties shall be
assessed upon "The value thereof at the time and place of importa-
tion."

This method of assessing duties has been advocated by many of
our leading statesmen, running through our Nation's history.
* May I enumerate some of the advantages?

First, assessing an ad valorem duty upon an American wholesale
selling price will require a much lower rate of duty than when based
uponforeign valuation. The people of our country, knowing nothing
about the assessing of rates upon any commodity, al1 ays assume that
that rate has been assessed and duty paid upon the price which they
have paid for the goods in question.

Senator SIMMONs. Pardon me for interrupting you. You say that
adopting the American valuation will call for much lower rates?

Commissioner BURGEss. Rates of duty.
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Senator SiMoNs. Rates of duty. Now, I saw a statement in the
papers that Mr. Fordney said the duties imposed in this bill were about
those of the Payne-Aldrich bill. Can you give us any idea how much
those rates will be increased, not the rates, but how much the tax will
be increased by reason of this new method of valuation?

Commissioner BtmoEss. It will depend entirely on the particular
commodity, Senator Simmons. Some amounts of duty wil be less
than the Payne-Aldrich bill and a little more than the Underwood
bill. Others wilbehigher than thePayne-Aldrich rates. ButIbelieve
that it was the intent, in a general way, to keep the rates as near to
the Payne-Aldrich rates as possible, an equivalent rate.

Senator SiMMONs. You do not quite catch what I wanted. You
said the duties would be lower or should be lower.

Commissioner BuroEss. The rates of duty.
Senator SiMMONs. The rates of duty should be lower if this new

method is adopted. If the Payne-Aldrich rate was a proper rate, if
the average of the Aldrich-Payne rate was a proper rate, how much
lower do you think the rates of this tariff bill ought to be?

Commissioner BURoEss. In proportion to the-
Senator SImMoms (interposin-g). Assuming that the Payne-Aldrich

rates were as high as they ought to have been, and high enough for
the p resent situation, how much lower do you think they ought to be
made because of this new method?

Commissioner BuRoEss. There are several elements that must be
taken into consideration in that transposition of figures, based upon
the American valuation. Take the foreign value of any article
under the present system as 100 per cent, and if the duty on that
article is 25 per cent and if the cost of bringing it to this country,with
incidentals, profits, possibly, is 10 per cent, that would make the
American selling price equal to 135 per cent; so that, instead of
having 25 per cent on the foreign value, it would require 18.71 per
cent to make the equivalent on the American basis.

Senator SIMMONS. To make the rates of the present law conform to
the rates of the Payne-Aldrich law, the amount of the rates would
have to be lower than the Payne-Aldrich rates. Can you give me
any idea, speaking generally anda approximately how much lower they
ought to be to equal in effect the Payne-Aldrich rates?

Commissioner-BURoESS. Stripping the question of all incidental
expenses and profits, and so on, in this country, the equivalent rate
would be as follows: If the rate was 10 per cent on the present basis
it would bd equal to 9.09 per cent on the American valuation; if
it was 15 per cent on the present basis, it would be equal to 13.04;
if it was 20, it would be 16.66; if it was 25 it would be 20; if it was
30, it would be 23.07; if it was 35, it woulJ be 25.92; if it was 40, it
would be 28.57; if it was 45, it would be 31.03; if it was 50, it would
be 33.33; if it was 55, it would be 35.55; if it was 60, it would be
37.50; if it was 65, it would be 39.33.

Senator SIMMONS. You are dealing with one article
Commissioner BUROESS. Any article. That is the equivalent

American value rate as compared to the foreign value rate.
Senator SIMMoNs. Whert we got the average of the Payne-Aldrich

rate and found it was 18 per cent, we were dealing with the whole
volume of all invoices, and it paid 18 per cent. Now, what would be
the equivalent rate if we adopt this new method?
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Commissioner BuRoESS. It is impossible for anyone to answer that.
Senator SIMMONs. If you can tell now as to specific articles, why

can you not tell it when we group all the articles and tell you what
the rate is I

Commissioner BURGESS. Because we do not know in what propor-
tion those various articles will be imported into this country, but the
best estimate that I know shows about 18* or 19 per cent.

Senator SimmoNs. They were only 18 under the' Payne-Aldrich
bill, and you say they would be lower if we change the method of valu-
ation that bill was based on?

Commissioner BUioEss. Let me see.
Senator SIMMONS. You said it ought to be lower.
Commissioner BURGESS. It is only about one-half of 1 per cent.

It is 171, possibly, instead of 18. Was not the Payne-Aldrich bill
1811

Senator SimmoNs. It was something about 18.
Commissioner BURoEss. I think it was 181.
Senator SvMmos. Then you tell the committee that the effect of

the American valuations upon the tax rate would be only about 1
per cent?

Commissionr BURGESS. Practically the same rate.
Senator SMoOT. On all importations?
Senator SImbONS. Yes; on all importations.
Commissioner BURoEss. On the total importations.
Senator S' 1ooT. Free list and all.
Senator MOCUMBER. How could you tell that, Mr. Burgess, with-

out knowing what the American valuations are?
Commissioner BURoESS. You can not tell it, sir. It is only a rough

estimate made in the committee of the House.
Senator MCCJMIBER. If the American valuation was 100 per cent

higher than the foreign valuation, then the reduction would be very
much smaller, to get the same amount of tariff out of it with the same
protection.

Commissioner BuRoEss. Yes, the rate would be very much lower.
Senator MCCLMIBER. Very much lower?
Commissioner BURoESS. Yes, sir.
Senator MCCUMBER. But, as I understand you, according to your

statement that would add about 1 per cent to the 18 ? Where it was
18, it would be 19?

Commissioner BURGESS. I think it is a little less. I think the
estimated figures show a little less than the Payne-Aldrich law.

Senator SiMMoNs. I understood that the estimated value showed
that the rate would be about the same in this bill as in the Payne-
Aldrich bill, but you say that the injection of the American valua-
tion adds about 1 per cent. If that is 18 in the Payne-Aldrich bill,
upon the present basis of valuation, the old basis of valuation, it
would be 19 per cent under the new basis of valuation?

Commissioner BURGESS. It would, according to your statement,
but I intended to correct that statement, because I am pretty sure
the estimate made by the committee showed that it was from 1 per
cent to half a per cent less than the Payne-Aldrich bill. They were
so close together that it did not amount to very much, and could
easily be thrown one way or the other when the actual figures were
tabulated at the end of the fiscal year.
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I was about to say that the people of our country knowing nothing
about the assessing of rates upon any commodity, always assume that
that rate has been assessed and the duty paid on the price which they
have paid for the goods in question, and this error has not always
been corrected by campaign stump speakers. A person buying a
suit of clothes at $25 on w0ch, let us say the rate of duty is 50 per
cent, immediately assumes that $12.50 duty has been paid to' the
Government upon that suit of clothes. The fact, however, being
that the duty was actually assessed on the cloth entering into that
suit of clothes, which might possibly have been valued at $5 and a
duty paid of $2.50.

Examinations made by me in the 22 different commodities carry-
ing duties under the old law from 45 to 60 per cent, showed that the
amount of duty in no case was greater than 12 per cent of the retail
price, but averaged between 9 and 10 per cent. Therefore, assessing
the duty on the American wholesale selling rice would be more in
harmony than what the mass of people now eleliove to be true.

Senator SIMMoNs. Lot me ask you another question, going back to
what we were discussing just now. This 18 per cent we were talking
about, the average rate in the Payno-Aldrich bill, is the average of
all importations, loth on the free list and on the dutiable list?

Commissioner Burgess. Yes, sir.
Senator SIMMo-xs. -What would be the rate, calculated on the basis.

of dutiable invoices only?
Commissioner BURGESS. Assuming the figures that I gave before,

that out of the total imports of last year 40 per cent of them were on
the free list, then it would be that 18 per cent would have been col-
lected on about 60 per cent of the total imports.

Senator SmsIoiNs. What would be the average on the dutiable
imp orts, as distinguished from the average on the total imports?

Commissioner BURGESS. It would be, according to this figure,
about 30 per cent.

Senator SIMMiOxs. About 30 per cent?
Commissioner BURoESS. Yes, sir.
Senator SIMONS. To what extent would the new valuation increase

that rate?
Commissioner BuRGEss. That is based on the new valuation.
Senator Siiso.xs. You mean you reached your conclusion on the

basis of the new valuation?
Conunissioner BuROEss. Yes, sir. That is the present rate, ac-

cording to the House Committee.
Senator Si mxONs. What was the Payne-Aldrich rate? What

would be the rate in the present bill; cliniinating the new valuation
as based upon calculations as to the dutiable imports I

Commissioner BuRoEss. 'Based on the same year that I have
taken this from, it would be practically the same, 30 per cent, 30 or
31.
' Senator SIMMONS. Do you mean to say upon the rates in this

bill, under the old valuation, the average of the dutiable imports
would be the same as they would be with the new valuation?

Commissioner BUROEss. Based on the same imports, the same
class of imports.
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Senator SiMMoNs. The same class of dutiable imports, I am
talking about. You say under the Payne-Aldrich bill those dutiable
imports would be about 30 per cent?

Commissioner BURGESS. About that, in round figures.
Senator SIMMoNs. That is upon the old basis of valuation?
Commissioner BURGESS. Yes sir.
Senator SIMmoNs. Now, if you change that to the American basis

of valuation how will that affect those rates?
Commissioner BURGESS. The rates will be so much lower.
Senator SImmoNs. How much will that increase the rates?
Commissioner BURGEsS. It ought not to increase them any, because

the difference is calculated on the lower rates on the American
valuation.

Senator SiMMoNs. Then you mean to tell us now that the amount of
tax that would be paid upon the dutiable imports of this country under
this bill would be the same under the American valuation plan.as
they would be under the foreign valuation plan ?

Commissioner BURGESS. Based on the same imports; but if there
are more dutiable imports it would be different; if there were more
imports of free goods it would be different again.

Senator SIMMoNs. If practically the same dutiable imports should
come in under this bill as came in under the Payne-Aldrich bill, the
fact that you have changed the basis of valuation from the foreign to
the domestic would not increase the amount of tax that the importer
would have to pay the Federal Government?

Commissioner BURGESS. Based on the same figures, no.
Senator SIMMONs. I do not know what you meai, by "the same

figures."
Commissioner BURGESS. The same imports.
Senator Sist~toNs. The same imports?
Commissioner BURGESS. Yes, sir.
Senator SimmoNs. The same rates of duty?
Commissioner BURGESS. Yes, sir.
Senator Sim oNs. Although the American valuation pays about

25 or 30 per cent higher than the foreign valuation, you say it does
not increase the tax?

Commissioner BURGESS. Because the rates are that much lower.
Senator SimboNs. Suppose they are not lower, but are the same?
Conuissioner BURGESS. Oh, that is another proposition.
Senator SiMMoNs. That is the first question I asked' ou. Take

the present bill with the present rate, and assume that the dutiable
imports will be the same, how much more will have to be paid by the
importer under the'American valuation plan than under the old
foreign valuation plan?

Commissioner BURGESS. That is entirely a hypothetical question.
Senator SimMoxs. I know it is.
Commissioner BURGESS. It would be very much greater.
Senator SiMmoNs. How much greater?
Commissioner BuaoEss. Such an idea is not contemplated at all,

to keep the same rates applied to the American valuation that are
now applied to foreign valuation.

Senator SiMmoNs. Everybody has admitted that the rates of this
bill were practically the same as the rates in the Payne-Aldrich bill.
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Commissioner BURGESS. The equivalent. They are not the same
rates, but are equivalent. There is a difference between being the
same rates and equivalent rates.

Senator SMMos. And the same averageI
Commissioner BuRoEss. Yes, sir; because it has been allowed for

in the lower rate based on the American valuation. This morning a
question came up about a certain commodity, 70 cents on a foreign
valuation and 100 cents or a dollar on thd American valuation. At the
present time there would be a 50 per cent duty on the foreign valu-
ation, which is 35 per cent, making the foreign article landed here
cost $1.05. Now, the Senator made the proposition, suppose you
figure that on the American valuation, that would be 50 cents, you
would be bringing your foreign product up to $1.20 or 15 cents higher;
but such a proposition is not contemplated at all. It would be pro-
posterous to think of doing such a thiig.

Senator Siumoxs. I am advised that it was admitted by the pro-
ponents of this bill in the House that the American valuation would
average something like 50 per cent above the foreign valuation, and a
cut of 31 per cent in the rates of duty would make about the same
revenue. Do you think that admission was ill advised and did not
reflect the truth?

Commissioner BURGESS. Will you please repeat that, Senator?
Senator Simsfos. It was admitted by the proponents of the bill

on the floor of the House that the American valuation would average
about 50 per cent above par. Is that correct?

Commissioner BuRGEss. I should say that that is reasonably
within the limit.

Senator SiMMoN.s. A cut of 3A in the rate of duty would net about
the same rate.

Commissioner BURGESS. Three and one-tenth ?
Senator SI3IMo. s. Yes.
Commissioner BURGESS. No; I can not understand that at all.
Senator SvMIo.s. You think that is not true?
Commissioner BURGESS. No. I do not understand those figures

at all. I do not know what they mean.
Senator SImsio.s. I imagine they mean that if you reduce the rate

by 3-& under the American valuation it wou!d yield about the same
as under the rates that are proposed under the foreign valuation.

Senator SMOOT. Yes; but the average of tho importations, free and
dutiable, would never be 50 per cent. I have here for 1912 the aver-
age of free and dutiable goods under the Payne-Aldrich bill imported
into the United States, 17.1 per cent; and the average rate of duty
for the calendar year 1920 under the Underwood-Simmons bill was
6.38 per cent. The reason of the difference in the average is that
under the Underwood bill there had been so many items put upon
the free list and importations were so much larger on the free list
compared with the dutiable list, that it brings down the general
average of importation, both of free and dutiable goods imported.

Senator SiemONs. That was for what year ?
Senator SMOOT. In 1912. In the Payne-Aldrich bill the average

was 17.1 per cent, and the average for the calendar year 1920 was 6.38
per cent.

Senator SiMnoNs. That was a different year when there were en-
iirely different prices. Of course, the average would depend upon the
prices. Take the Payne-Aldrich bill, Senator, and you will find that
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the average rate of duty is entirely different from year to year, de-
pendent upon the prices of the product..

Senator SMooT. There is a little difference but very little when you
take the whole of it, and that comes from the fact that one year the
importation of free goods was greater, and the next year the importa-
tion of dutiable goods was greater, and I am giving you now what you
were discussing before, the average of the last year Which we had under
the Underwood bill and the last year that America had under the
Payne-Aldrich bill, and there is that difference between the general
average of all importations into this country.

Senator SitmoNs. The only way you would ever arrive at that
proposition would be to ascertain what would have been the result if
the Payne-Aldrich bill would have been applied to the dutiable
products of 1920.

Senator S.ooT. Yes; but if that were the case the Payne-Aldrich
rate of 17.1 per cent would be not much more than-speaking offhand,
I would not say it exactly, because I have to figure it in my head-but
under the Payne-Aldrich bill, if it had been in existence in 1920, the
average of the rate would have been less than 10 pr cent.

Senator SXMMo.Ns. Less than 10 per cent. I understand upon the
basis of present duties it is estimated that the rates in this bill would
amount to an average of 18 per cent.

Commissioner BUROESS. Approximately, as far as the report shows.
Senator SIsvMoNs. Senator Smoot says under the basis of the

Payne-Aldrich bill the average of 1920 would have been about 10 per
cent.

Senator SM!ooT. A little less than 10 per cent.
Senator SIMjfoxs. A little less than 10 per cent. Now, you have

drafted a bill that this witness says will yield an average of about 18
per cent. That is 8 per cent higher than the rate in the Payne-Aldrich
bill.

Senator SMrooT. No; you must have misunderstood me. On the
importations as they came in undc.' the Underwood bill-that is, with
the free list the same as the Underwood bill and the dutiable list at
the same rate as the Underwood bill, then they would be a little less
than 10 per cent.

Senator MCCUMBER. That is a mere matter of calculation, Sen-
ators. .You will allow the witness now to proceed.

Commissioner BURnoEss. Second, the possibility of securing actualdutiable valuation would be greatly decreased. Instead of having
to deal with foreign manufacturers and agents, whose interest is to
misrepresent and deceive and who usually refuse to give information
of any value, the American manufacturer and wholesale dealer, in
whoso interest the Government desires the information, would be,
not only willing, but anxious to furnish such information as the
Government would require.

Senator StMemNs. Mr. Chairman, I am compelled to go over to the
Senate. When I leave there will be no member of the minority here.

Senator MCCUMBER. We would like to run until 5 o'clock. There
are two members of the commission here who have not testified, and
another gentleman who wishes to file a brief. There is a call for
other witnesses on another subject to-morrow, and we would like
to get through as rapidly as possible.
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Senator S iMMOS. I think, Mr. Chairman, that the minority would
like especially to be present when the members of the Tariff Com-
mission are examined, and there will be no one representing the
minority after I leave. So I suggest that you take up some other
witnesses and let the other members of thie board come back to-
morrow.

Senator McCuMiBER. Can you not. send over some other members
of the minority, and let us finish with this witness?

Senator Sitxo.Ns. I will try, and if I do not succeed in getting
some other member of the minority, I wish my suggestion might be
followed.

Senator MCCUMBER. If you do not succeed, we will endeavor to
comply with your request.

Conimisioner BuRGEss. In any event, the power to secure facts
would be in the hands of our own officials; they could compel the
attendance of all interested parties for the purpose of establishing
true market values; they could punish for neglect to produce such
evidence, or for perjured testimony. The whole legal process would
be in the hands of our own Government.

Third, the Government would be free from all diplomatic entangle-
ments and such embarrassments as have frequently arisen, as above
illustrated, in the case of the French goods.

Fourth, although for the time being, it probably would be necessary
to increase the appraising force in the United States, this would be
somewhat offset, by materially reducing the number of foreign
investigators and tfie increased revenue.

Fifth, the Government would get a much larger revenue and would
be in position to collect the revenue prescribed by Congress. Those
who, through low valuations or gross undervaluation, are now reaping
enormous profits out of our markets would at least be compelled to
share these profits with the Government, and thus reduce the unjust
competition between them and the responsible and honest importer
and the domestic manufacturer.

Sixth, this method of assessing duty, when based upon a comparable
and competitive American article, practically makes a specific duty
applicable to all such goods no matter from what. country they are
exported. The article made in the Orient may be of much lower cost
and market value in the country of production than similar goods
made in England. but the duty being assesed upon the American
article would-make the same amount of duty to be assessed upon both
the oriental and the Engli,.h production. The present method dis-
criminates against the highestcost country and favors the lowest-
cost country.

Seventh, the American manufacturer would have increased pro-
tection because the law would not be so easily evaded and would
actually have the protection Congress intended he should have.

Eighth, assessing duty upon American valuation will not permit
the Xmerican pro ticer to unduly advance or pyramid his selling
price. That seems to be one of the claims made by some
who would favor it otherwise. It will be the very means of
checking such advances. For example, if the selling cost of the
foreign article, plus the expenses of landing, is $80 and the American
article is $100 it is assumed that a duty of $20 would be required to
equalize the selling cost of. the foreign article in America, or it would



U

require 20 per cent upon the American selling value. If the American
producer determines to advance his price to $125, the same rate of
duty remaining would compel the foreigner to pay 2 0 per cent on the
$125 or $25. his does not, however, change the foreign selling value
of $80. The foreigner could, therefore, sell-his goods for $105 against
the American producer's price of $125, and thus undersell him.
Itprevents and checks pyramiding.

Ninth, owing to the variation in exchange values of foreign curren-
cies, assessing the duties upon these -depreciated values gives ad-
vantage to the country whose currency shows the greatest depre-
ciation. Assessing duty upon the American value, the currency of
which is fixed and'stable, is the only reasonable and feasible method
of uniformly assessing duties as against all countries; and this is
advocated by Secretary Hoover, who has made the statement that
it is the only practical way of reaching the difficulty.

I want to call attention further to an advertisement of an import-
ing house in New York-Thomas Young (Inc.), 42 White Street, New
York City. He is not in favor of the American valuation, but he
sums up the very interesting statement in these words. [Reading:]

We are not in favor of American valuation but we believe that it is workable and
believe that it will be passed. We believe that antagonists of the bill should attack
the rates. We believe this to be the vulnerable point in the bill.

In the body of the statement he says:
Much nonsense has appeared in the press regarding the American valuation plan

(including reports of congressional debates and insistent correspondence from promi-
nent merchants and others).

The great cry is that it is a "duty on a duty" and that especially in the case of im-
ports which have no comparable competitive United States products it will result in
a pyramid of prices.

his e deny.
It is also claimed that it will be impossible for an importer to make sales for future

delivery against purchases because he can not determine the cost of the goods until
actually landed and duty paid.

We deny the impossibility of sales.
We admit that costs will be difficult to determine but we charge that the 3ame

difficulty exists under the present law as foreign values fluctuate much the same as
American values.

The plan is called unworkable.
In spite of some recent enactments of Congress, we are not inclined to think that the

gentlemen who framed this provision would put forward an unworkable plan.
It is'said that actual duties to be paid are tremendously increased over present

payments.
This we affirm emphatically.
And then he goes on to illustrate how these rates are actually an

increase over the former rates, and winds up with the quotation I
read first.

I have nothing further, Mr. Chairman.

ADDRESS OF THE PRESIDENT OF THE GERMAN NATIONAL CHAMBER OF COMMERCE.

As a fact the United States is not dependent for its existence upon the collection
of duties, and it can afford to allow the falling off of revenues in this direction for
what they claim the eneraI good. From this standpoint it is clear that in the admin-
istration of the tariff is concealed the power and purpose to make the entry of certain
competing articles as difficult as possible, and to carry this out the Umted States
Government agents resort to the meanest and smallest measures.

The first of these is the certification of the invoices by consular officers stationed
in various districts of the Empire. Second, the investigations by customs officials
as to the correctness of statements in the invoices which have not the force or effect

1I"
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of an oath In the German Empire. Third, the reexamination in cases where there
is reason to doubt values by agents of their Treasury Department; and, fourth, by
the high penalties added for undervaluation. Naturally we all admit that an actual
swindle is incorrect in any business transaction, but undervaluation should not be
treated as such unless positively proved. However, no such elasticity is to be found
in the minds of American customs officials, who treat undervaluation, as they call it,
as fraudulent, and they at once apply the usual penalties. Our goods have been
exported to England and the United States at lower prices than those for the home
market, and there have been more or less lcwv values for the States, and in some cases
what would be there termed "friud, "and such are the conditions at the present time.

Market value, as defined under American law, is the wholesale price at the time
of export, and our trouble lies in having two sets of prices, one for export and the
other for home trade. We have to resort to a division of shipments under the so-
called $100 clause to keep our matters secret, save fees, and avoid control on that side.

Declarations in invoices compelling all sorts of statements as to how the goods were
obtained, whether by purchase or otherwise, values in detail, and charges of every
character are the crowning point in the prying curiosity practiced under the Amen-
can customs laws.

These things all lead to abuses, and we are promised that the means of gaining
information through American consuls and agents will be shut off. Our boards of
trade are fully awake to the dangers that surround us, and in making every effor to
cleso the doors against this abuse they are hoping for the whole support of the Gov-
ern ent.

JBxperience has taught that the workings of a tariff have not fulfilled the purpose
for which it was created, but, on the contrary, the information gained under this
regulation concerning cots of production has been so defective that in many caes
it has been misleading, because through the prudence of our officials we have taken
care that investigations of this character shall throw little light upon the actual value
of their consignments.

In many cases trouble has been avoided by having invoices consulted remote from
districts in which thd goods are manufactured, but we must follow up this whole
question as to the right of consular and other officers to pry into our business for the
sole purpose of keeping out our merchandise, and in this we are assured of the cordial
support of our Government. Such treatment on the part of American officiAls and
the cause for it is plain, and now that concessions must be made by the American
Government, if we stand together firmly as a body aided and supported by our board
of trade, we can bring about a change that will be of untold benefit to our Ameri-
can export trade.

Senator MCCUMBER. I thank you very much. The committee
will now be glad to hear Mr. McNabb, law officer of the Tariff Com-
niission.

STATEMENT OF CHARLES E. McNABB, LAW OFFICER, UNITED
STATES TARIFF COMMISSION.

Senator McCu.iBR. Please give your name, posit-ion, etc.
Mr. MoNABB. Charles E. AMcNabb, law officer, Tariff Commission.
Senator McCu.mB . Mr. McNabb, you have heard the testimony

that has been given to-day on this subject, have you not?
Mr. McN.BB. Yes, sir.
Senator MCCUMBER. The committee are desirous of obtaining any

points either for or against the American valuation, and will be glad
to have your advice and such information as you are able to give us.
You may proceed in your own way to give that.
Mr. MCNAn. With an experience of 24 years in and out of the

Government service in tariff matters, 10 years of which were under
the Treasury Department, 8 years under the Department of Justice,
and four years with the Tariff Commission, I took up the subject of
American valuation as a substitute for the present system of appraise-
ment of imported merchandise subject to duties ad valorem with the
feeling that it woullt be difficult, if not impracticable, to make the
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change. It became my official duty to go into the matter with
considerable care, I tried to look at the dutiable basis from every
side with -a view to the reaching of a conclusion which would be
absolutely unbiased.

There are reasons for the continuance of the present system which
are strong and which are hard to overcome. If the proposition were
to substitute an untried, unknown appraisement basis for a perfect
system of determining value, it would be very easy to reach a con-
clusion. But the more one looks into this question and the greater
one's knowledge growing out of the administration of the laws
governing the* collection of duties ad valorem, the more one realizes
that the present system is very far from perfection.

In theory the appraising officers ascertain foreign market value;
that is to say, the appraising officers report to the collector of customs
the value at which merchandise of the kind undergoing appraisal is
sold or freely offered for sale in wholesale quantities in the principal
markets of the country of exportation at the time of exportation. In
theory the importer,when he makes entry of his goods at the custom-
house, knows what the foreign market value is. But the practice is
different from the theory. On the one hand, foreign values are often
unknown to appraising officers. On the other hand importers repeat-
edly seek reliedor undervaluation upon the plea that they did not know
the foreign market values. All they know, as has again and again been
said, is the price paid or agreed to be paid for their goods. Thby were
ignorant, they say, of any change up or down in that price between the
date of contract of purchase and the date of exportation of the goods,
which might vary from a few days to months or even a year or more.

.The importer says, "I do not even know when I order my goods when
the exportation date will be"--nor does he, nor can he. ie may say,
"Send me my goods as nearly as you can at such or such a time," or
from time to time about such and such dates, say, one month or six
months, or what not, if it is a continuing contract. But the exact
date of exportation may depend upon the ability to get a vessel or to
get space on a vessel; there ma. be delay in the sailing of the vessel,
there may be other reasons, and it is the date of exportation which he
is supposed to know. In the case of fluctuating values it is very
important that the exact time be known.

In practice, what dous he do? In the case of purchased goods he
follows his invoice, whic1i shows what he paid for his goods or what he
contracted to pay for his goods. The importer is permitted by the
law to add to or deduct from the invoice price such an amount as will
express in his entry the wholesale market value at the time of expor-
tation. But in order to add or deduct he must know of the change.

Under present practice-a practice which sprang up during the
war-the importer confers with the examiners, who are the real
appraising officers in practice, and the examiners help him to fix the
values upon his goods.

Importers have said time and .again-they have even come io the
omission with the statement--"We are willing to pay duties what-
ever the rate may be, whatever the value may be, if-we can only tell
at the time we pay them what the duties will actually be."

It is certainty that they ask. They do not wish to sell their goods
with a possibility of reappraisement at a higher value hanging over
their heads, with penalties for undervaluation which run up to con-
fiscation of the goods if they are available.
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These are some of the things to consider as to goods that are
purchased.

Now, as to merchandise obtained otherwise than by purchase
usually referred to as "consigned goods," the agent in the United
States is supposed to know the foreign market value and the invoice
is required by the law to state the foreign market value at the time
of exportation. That is a different matter from what the purchaser
has to do. The agent of 'the foreign owner for whose account the
goods are sold in the United States is, therefore, in a position to know
better what he will set down in his entry as the market value than the
importer who purchases, whose invoice states what the goods cost.
And the entrant of the goods obtained otherwise than by purchase is
supposed to be better able than the importer of purchased goods to
enter his goods at the real market value. But even he fails to get
the correct value in many cases, and there is the same uncertainty
as to what the value of the. goods and the amount of duties will
finally be.

So much as to goods that have foreign market values.
There is a large body of imports which have no foreign market

value that is ascertainable by the appraising officers or which have
no selling price at all abroad. They are goods wich are manu-
factured for shipment to the United States for further manufacture,
such as essential oils made in France and sent over here as compounds
to be used by agents in the manufacture of perfumery, simply by
adding alcohol. What does the law say shall be done in such cases?
That the appraising officers shall ascertain the cost of production
abroad. Everyone knows that it is very difficult, well-nigh impos-
sible, to get costs of production abroad.

Then, the act also says, "If you can not get costs of production
abroad, take the selling price in the United States and work back by
deduction of various items to a foreign market value."

Well, in many cases there is no selling price in the United States
of the imported article, as, for example, in the case of indoxyl, the
basis of indigo. So the only possible means of actually finding a
value is to get the cost of production abroad, which in most, if not
indeed substantially all, cases is impracticable of ascertainment.

You have heard already of objections to the present system, espe-
cially obtaining at the present time, such as the ifistability of ex-
change. Add to that the objections applicable at all times, such
as the difficulties incident to reliance upon invoices, variance be-
tween foreign consumption values and export prices, and differences
in cost of production in foreign countries, and you have reasons why
the present system can not be called perfect.

Take one of those. I shall not dwell upon the others, but shall take
just this one, and then go to another phase of the subject.

Take reliance upon invoices. Reliance upon invoices is something
that can not be lost sight of in this matter by anyone who wishes to
examine the question of the dutiable basis for goods subject to ad va-
lorem duties in a way which will be most likely to enable the inquirer
to reach a real conclusion. It is a simple matter to follow the invoice
in reporting a value to the collector, and it is done in many, many
cases, and it can be done at the pleasure of the appraising officers.

I am not saying that in disparagement of the men who d-o the ap-
praisement, because they .are men of ability, men who study values,
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men who are well informed upon values, and men who work for the
Government at salaries disproportionate to the character of the work
which 'they do. With no intention of disparaging them I wish to
repeat that with the invoice before him the appraising officer can
return a value with very little delay and with very little mental effort
and with no inquiry. I do not say he does it, because I know to the
contrary that there are real appraisements and many real appraise-
ments, and that there are real appraiseihents where the appraising
officers can make them, but in cases under the present system where
the appraising officers can not make real appraisements they naturally
rely upon the invoices.

That leads to this point, that under the present system there is
reliance upon foreign sources of value in determining the value upon
which duties ad valorem shall be assessed.

What is it on the other side? What is to be gained, if anything,
by a change to American valuation-that is, tho wholesale selling
price of goods in the United States? "

It may be said, and probably will be said, to you that it means that
all of the information, extensive though it be, already in the minds
or possession of the appraising officers will be wasted. That does
not follow, as we shall see later.

It is further said, or will be said, that the appraising officers will
have to begin anew, even though they do not have to unlearn what
they already know. They will nave to begin anew in the sense that
they will have to go out and ascertain the values in the United States.
In answer to that it may be said that appraising officers now know
many American values.

It may also be said that the appraising officers and the importers
can not tell what goods produced in the United States are compara-
ble and competitive with the imported articles. Perhaps the strong-
est point of all in that connection is that the importer will never know
what value to set down in his entry. He has no invoice to guide him.
What he paid for his goods will not help him. He must go out into
the markets of.tieo United States, figuratively speaking, and find out
the best he can what the wholesale selling prices of the goods are after
he decides, or guesses, if you please, as to what are comparable goods;
and he must set down in his entry, at his peril, an amount which may
be more or whieh may be less than the amount which the appraising
officer will find to be the value for tariff purposes.

There is considerable truth in all that, for no one looking at this
matter can say that you can substitute overnight such a new plan
for a plan that has been in operation, with modifications from time
to time, but not in principle, for a hundred years or so and expect
it to be a complete and successful suporcession at once.

This bill (H. R. 7456) takes that condition into consideration and
contains a provision which will throw an added burden upon the
appraising officers, but which will absolutely relieve the importer
from any liability that is not incurred by fraud; and that is to be
done in this way: Any importer can go to the appraiser and say, in
effect, to him, "I do not know the value in the United States of these
goods. Please advise me." This bill makes it the duty of the ap-
praising officer to make an advisory appraisement which, if adopted
and carried into the entry by the importer, will relieve the importer
from all additional duties forundervaluation innocentlymadoin error.

F I
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Mr. Chairman, we have in this bill a matter which should be Com-1
sidered independently of the merits of the main question, namely
whether or not American valuation is a better system of appraise-
ment than foreign values. Why should not appraising officers help
importers is the question. Why can we not have an immediate
appraisementI Why can not an importer do by law under the
American valuation system what he is doing in practice to-;day-go
to the appraiser and ascertain what the appraiser thinks is the valueI
Under the present law the importer takes the advice of the appraiser
at his peril, for the appraiser, after having told the importer in good
faith what lie then knew or what he had reason to believe to be the
mark6t value, may find it ne-.essary, when he actually appraises the
goods in the performance of his duty, to raise the value, and the
importer, who in good faith carried that advisory appraisement into
his entry, may have to pay additional duties.

In this bill the Congress will say that when the entrant adopts the
advisory appraisement in good faith he shall not have to pay addi-
tional duties in the event of there being an advance in the value upon
reappraisement. If he commits fraud, he can be sent to the peni-
tentiary or fined- but the innocent importer, the importer who is
guiltless of fraud, can make his entry under this bilf, if it should
become a law, with perfect confidence that that is final in respect to
additional duties.

He may have to pay increased duties; but, as I said in the begin-
ning of my remarks, it is not the increased duties-by that I mean
the regular duties as contradistinguished from additional duties for
undervaluation-that frighten him and make him hesitate to sell his
goods. It is the fear of penalties which may be incurred now and
always have been possible under the system of ad valorem duties on
foreign values.

Under this bill) whether or not the American valuation system be
better as an appraisement basis than the foreign valuation of goods,
the importer wl know better than he now does what he will have to
do and what he will have to pay in duties, and the important fact
that he will know is that as long as lie acts in good faith, adopts the
advisory appraisement in good faith, with no intention to defraud
the Government, with no suppression of material facts that the
appraising officers ought to know--with nothing, in other words,
that is fraudulent-he will know that the amount he sets down in
his entry is final, so far as additional duties or penalties are concerned.

As to the comparability and competitiveness that we find in H. R.
7456, the purpose of this bill, as shown by its language, is to find a
value for comparable and competitive products of the United States,
if there are any, as the dutiable value, that is, the value upon which
duties ad valorem are to be taken.

There may be and will be, undoubtedly, difficulties in determining
what goods are comparable and competitive, especially to determine
what goods are comparable. My own view is that, like the word
"similar" which ap ears in our tariff laws and in other laws and
which has repeatedly been interpreted in decisions by the United
States courts and in decisions by State courts-

Senator S.tooT. Would you prefer to use the word "similar"?

I W =
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Mr. MoNABB. In the report of the Tariff Commission of last March
entitled "Information Concerning American Valuation as the Basis
of Assessing Duties Ad Valorem," the commission put down at the
bottom of page 14 in the form of a footnote a number of proposed
or alternative phrases. They are as follows:

"Of the same kind as the imported merchandise" or "of a kind
comparable therewith in material, quality and use," or "made of
similar materials, of similar quality, and of similar use," or "of the
same or similar kind," or, following the last sentence of paragraph R
of Section III of the tariff act of-1913, the present law, "such or
similar merchandise comparable in value therewith."

It is a choice of terms. Any of them will probably have to'have
judicial interpretation.

Comparable and competitive were adopted as having somo advan-
tages over the word "similar." With the word "similar" you would
also have identity or sameness. Goods may be comparable by being
either of the same kind or by being of like or similar Rind; and it was
found that this phrase, 'comparable and competitive," would
answer the purpose in all probability better than any of the other terms.

But it is only a matter of phraseology, and a change can readily be
made if it should be thought that some other expression would better
suit the needs of this particular provision in the bill.

If you should use the word "similar," or the words "same and sim-
ilar," or "such and similar," you will find that there have been/a great
many decisions upon the terms as used both in tariff and other laws.

If the Congress should see fit to adopt the American valuation it
stands to reason that there must be judicial interpretation; and if
24 years' experience, upward of half of which was spent in active
court work, briefing and arguing cases, some of which years were
spent in helping in the framing of legislation, including the tariff act
of 1909, will avail anything, I should venture the opinion that the
Board of General Appraisers and the Court of Customs Appeals, and,
if need be, the Supreme Court, can quickly let it be known for the
guidance of the customs officers an the information of importers
what those words, "comparable and competitive," mean, just as
they have interpreted and do interpret other terms in the customs
laws of the United States.

If the appraising officers shall find that there are no comparable
and competitive products of the United States, they have a clear
field without statutory restrictions for the determination of the value
of the merchandise and for doing what has never been done in more
then a hundred years of constitutional government. Under this bill,
if it she" 'd become a law, they will appraise every importation into
the United States. In other words, the appraising officers for the
first time in our history will actually appraise; that is, find in every
case a value for imported merchandise, and not do as they have
frequently done under the present law-rely upon or follow the
invoice value or price.

This bill says the appraising officers must by reasonable ways and
means ascertain the value in the United States of comparable and
competitive products sold in the open markets, and so on, and if
such products can not be found or such value can not be ascertained
to the satisfaction of the appraising officers, they must find the value
for sale, whether or not there shall eo an actual sale, for consumption
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or use in the United States. They must, in other words, find a
value; they must appraise every importation.Instead of saying in the law that you must.find value according to

certain steps such as first foreign market value, then the cost of
production abroad, or what not, this bill says that in determining
value for sale in the United States the appraiser may take into con-
sideration all sources of value, includingtbe selling price in the United
States of goods that are not sold in wholesale quantities, or are not
sold in the open markets; may take into'consideration the cost of
production in the United States; may take into consideration the
foreign market value, if there be any, the cost of production, export
price, or what not-all sources of value may be considered, to the
end that the fair market value of the goods in the United States may
be ascertained.

In the case of indoxyl, the manufacturer, by a simple process of
manufacture, makes in'ligo out of indoxyl. The appraising officers
can take the value of the indigo, after the indoxyl is made into indigo,
and can work back to the value of the indoxyl.

Let us take a more familiar illustration-the 'essential oils used in
making perfumery. Alcohol is added. The appraising cficers can
not find a market value for the essential oils or compounds, because
they are not sold. They are made into perfumes for sale. The ap-
praising officer can readily deduct the c9st of labor and materials in
making the perfumery, and in that way get at the value for sale in
the United States; that is to say, the fair market value in the United
States of the imported article.

And so it is vith other things. Take the oriental rug that was
spoken of this morning. The rug may bo made by a family over in
Persia. The parents and children may all work on it, and it may
take them months or years using vegetable dyes to make a very
valuable rug. There may be very few rugs in the world like it. t
comes over here, and the appraising officers can determine value in
a number of ways. The law does not say they must take the invoice
price or the price paid, but the law says the invoice price may be
taken. The appraiser may go out into the markets and find rugs, or a
rug comparable with that rug, and may decide that the value of the
comparable rug is the proper value. But he can always know the
cost price. He can always find a value. He can always appraise.

So it is with every other kind of merchandise that can be imported.
The appraiser would have to a.praise and find a value that would
represent the fair market value in the United States of those goods.

Senator SMooT. Do you think you can conclude to-night I
Mr. MoNABB. I shall conclude now if the committee would like

me to.
Senator SMooT. It is now 5 o'clock.
Senator MCCUMBER. It is our regular adjourning time. If there

are some other points that you care to present other than those you
have already presented to the committee, Mr. McNabb, we can hold
the matter open for you until to-morrow.

Mr. MoNABB. It may be that some members of the committee
would like to ask me some questions. I am at the service of the
committee in any way that you desire.

Senator MCCUMBER. Please be here in the morning, then, at 10.30
o'clock.
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Mr. MONABB. Very well, Mr. Chairman.
Senator McCUmBER. The committee stands adjourned until 10.30

o'clock to-morrow morning.
(Whereupon, at 5 o'clock p. m., the committee adjourned until

to-morrow, Tuesday, July 26, 1921, at 10.30 o'clock a. m.)

Tuesday, July 26, 1921.

The committee met pursuant to adjournment in the committee
room, Senate Office Building, at 10.30 o'clock a. m., Hon. Boles Pen-
rose presiding.

Present: Senators Penrose (chairman), McCuunber, Smoot, Dilling-
ham, La Follette, Watson, McLean, and Gerry.

Present dlso: lion. William S. Culbertson, member United States
Tariff Commission, and John E. Walker, Esq., Chief of the Legislative
Drafting Service of the Senate.

The CARmAN. The committee will come to order.
Mr. Culbertson, a member of the Tariff Commission, is here.
Mr. Culbertson, you are aware of the fact that the committee heard

very fully yesterday the views of certain individual members of the
Tariff Commission, and, I assume, are rather fully informed as to the
attitude of the commission individually. If you have anything in
addition to state briefly, or if any member of the committee has any
inquiry to address to you, this is a good opportunity.

Has any member of the committee any inquiry to address to Mr.
Culbertson?

(No response.)
Then, ir. Culbertson, will you proceed ? It has been suggested

to me as chairman that you might have something to say as to what
your view is on the subject of valuation.

STATEMENT OF HON. WILLIAM S. CULBERTSON, MEMBER UNITED
STATES TARIFF COMMISSION.

Commissioner CIJLBERTSON. Mr. Chairman, as you say, the matter
has been quite fully discussed by the other men who have appeared
before the committee representing the commission, and I therefore
will not take the time of the committee in a restatement of informa-
tion before you.

The CHAIRMAN. Afr. Culbertson, before you go on, in order to
identify in the notes your status, how long have you been a member
of the commission?

Commissioner CuzLaERTsoN. I was one of the original appointees,
Mr. Chairman.

The CHAIRMAN. How many years ?
Commissioner CULBERTSON. I was appointed in April, 1917, and

reappointed by President Harding in March, 1921. 1am a resident
of Kansas, living at Emporia, Kans.

The CMAIDRAN. What had been your occupation prior to assuming
these dutiesI

Commissioner CULBERTSON. I am a lawyer by profession, Mr.
Chairman. I was connected with the old tariff board under the
Taft administration and worked particularly in connection with the
textile schedules.
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In 1915 1 was appointed counsel on the Federal Trade Commission
and was connected with the legal branch of that organization. I
had a good deal to do with the problems of unfair competition which
they were at that time working out. In 1917 I was appointed by the
President to the Tariff Commission and have served on that com-
mission ever since.

The CHAIRMAN. Will you proceed, please?
Senator LA FOLLETrE. You are the author of some works economic

in character ?
Commissioner CULBERTSON. Yes, Senator.
Senator LA FoLL'rE. State what books you have published.
Commissioner CULBERT80N. I published a book on the Economic

Views of Alexander Hamilton, particularly studying his protective
principles and analyzing his report on manufactures. That book was
published by the Yale ress.

I have also published a book on Commercial Policy in Wartime
and After, a book in which I have discussed the broader economic
and political factors connected with our national life.

The CHAIRMAN. We only want to note this. We know that you
are a man of experience and learning. Will you go on in your own
way?

Commissioner CULBERT80N. The proposal to levy ad valorem duties
on the American or home valuation has become important at the
present time because of the very disturbed economic conditions in
foreign countries, and I feel, personally, that it will tend to help
meet the very unusual conditions which you are confronted with
to-day.

It, however, should be said that it is not a panacea. It will not
meet all the difficulties with which you are confronted on this ques-
tion of tariff legislation. The object, I assume, in any tariff legisla-
tion is the ell unlizing of conditions of competition between the United
States and foreign countries. Even under normal conditions that
was a difficult thing to arrive at. Costs are difficult to find, both in
the United States and particularly in foreign countries. That was
difficult when all of these foreign countries were on a gold basis, when
the unit of value was definite. Now, when these countries have gone
onto a depreciated currency basis, when the Governments have re-
sorted to all sorts of subsidies and restrictions on commerce and have
interfered with the courpes of trade to a very great extent of course,
the difficulty of determining the actual value outlay which a foreign
manufacturer makes in producing a product is unusually great.

The unpegging of the exchanges, as it was called, in March, 1919,
and the removal of the gold embargo in the United States added, of
course, to the complications. The exchanges of these foreign coun-
tries went down precipitately, and this situation with which you are
confronted to-day came upon us.

The question of prices abroad should be considered from two
standpoints. There are certain stable commodities such as copper
and cotton and wool, whichhave a world price level, and they have
more or less adjtu ed themselves to depreciation in the exchanges;
that is, the gold basis price, as we have it in the United States, is
reflected in a very much higher price in foreign countries where the
currencies are greatly depreciated.
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But the difficulty in competition does not come in that field. In
fact, the duties, where there are duties on articles of that kind are
usually on a specific basis. The difficulty comes in certain R1 the
smaller items. I have in mind articles iike toys and cutlery and
pottery and certain chemicals. The exchange value of foreign cur-
rencies we have, of course, in the reports each day from the Feral
Reserve Board. They show a very low value for these foreign cur-
rencies. The mark is valued at about one and one-third cents, but
the exchange value of these foreign currencies is a very different
thing from vhat is known as the purchasing power parity of these
foreign currencies. In other words, many of these currencies have
a much higher value for the purpose of the payment of wages and
the purchase of goods within these foreign countries than they have
in the exchange quotations.

A mark, for example, in certain cases in Germany may have a
value of 4, 5, or 6 cents for the purpose of the payment of wages or the
purchase of goods within that country, and of course that has a very
distinct effect upon international competition.

Senator WATSON. You mean by that that the mark is valued
at a cent and a third only for export purposes, and that it has a higher
valuation for domestic purposes, such as the payment of wages, etc.?

Commissioner CULBERTSON. It is not a deliberate attempt on the
part of the German Government to fix it in that way, Senator, but
government subsidies government regulations and restrictions and
the force of custom which still leads the mind of the German people
to go back to the original value of the mark-all that has tended to
hold up the value of the mark for internal purposes within that
country.

Senator SMooT. And there .are certain commodities the prices of
which are fixed by Germany ?

Commissioner CULBERTSON. Yes, Senator.
Senator SMoOT. And that, too, gives the mark a greater value in

Germany than the value of gold outside?
Commissioner CULBERTSON. Yes sir.
Senator LA FOLLETTE. How does the fixing of the price of a com-

modity tend to hold up the value or increase the value of the mark
in local circulation? Explain that, will you?

Commissioner CULBERTSON. It is not in the fixing of the price so
much; Senator. Rents are fixed by the Govetnment in Germany and
are maintained at a very low level. Of course, that reduces the cost.
Certain subsidies are given for railroad maintenance which help to
maintain much lower transportation rates than would otherwise be
possible. That tends in certain fields to maintain this higher level
of value for the mark.

Senator SMOOT. And adds to the purchasing power of it.
Commissioner CULBERTSON. Yes.
Senator IA FoLLmr. It has the same purchasing power in all

transactions in Germany, has it not?
Commissioner CULBERTSON. Yes; but it does not have the same

purchasing power for international exchange.
Senator FOLLErTE. Oh, I understand that.
Commissioner CuLBERTSON. It does not have the same purchasing

power for international exchange as for internal purchasing in
Germany.

1 11 1
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Senator LA Fouwrn. Where is this information obtained which
you are now giving usI

Commissioner CULBERTSON. It has been worked out by the com-
mission's staff.

Senator LA FOLLE'TE. From what sources did you obtain it?
Commissioner CULBERTSON. By studying the index numbers, so

far as determining the purchasing power parity is concerned.
Senator LA FOLLETTE. To put my question in another way, has

the Tariff Commission had any reports from its employees or agents
abroad on this subject?

Commissioner CbLBERTSON. Two of our men have just returned
from Germany, Mr. Ernster and Mr. Weber.

Senator IA FOLLETTE. How recently?
Commissioner CULBERTSON. Mr. Ernster returned day before yes-

terday.
Senator LA FOLLETTE. Have they made a report as to the results

of their investigation over there?
Commissioner CULBERTSON. Mr. Weber brought back a large quan-

tity of very valuable wage data, and it is being compiled now and
analyzed, just as I have indicated here, showing the actual purchas-
ing value of the wagas in marks. Of course, it is not very significant
to say that a man gets 50 marks a day in Germany unless you know
how much those 50 marks buy in actual consumable goods.

Senator LA FOLLETTE. Exactly; what the bread and butter value
of the mark is.

Commissioner CULBERTSON. We are trying to determine that from
those index numbers.

Senator LA FOLLETTE. How soon will those reports be accessible?
Commissioner CULBERTSON. The material is accessible to the com-

mittee immediately, Senator. In published form I should say it
would be probably a month. I think the expert in charge of that
field said the other day that he thought by the first week in August
he would be able to submit the tables to the commission.

Senator LA FOLLETTE. Excuse me for diverting you from your
remarks.

Senator WATSON. There has been no effort made by the German
Government in that regard-

Commissioner CULBERTSON. I do not think there has been any
effort except that I am advised that it is to the interest of the German
Government to keep the mark on a low level.

Senator WATSON. Yes; there is no doubt about that. But things
are not so chaotic in Germany that wages are paid in a mark of one
value in one industry and of another value in another industry ?

Commissioner CULBERTSON. No, Senator.
Senator WATSON. I suppose for wage purposes the mark is worth

the same all over Germany in all the different industries.' Would
you not think so?

Commissioner CULBERTSON. Yes; that is correct. That situation
places Germany at a disadvantage when she comes to buying raw
materials in the United States or in other countries where the value
level is higher. When she comes to purchase things like cotton and
copper she is at a disadvantage in those industries in competing with
industries in the United States; that ii, by that much.
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Senator SMOOT. But it is offset partially by the fact that when she
exports goods to America, we will say, she gets her gold for the amount
that she charges for her goods; and while that is a basis of 1 cents,
that 1J cents will pay her employees equal to 4.65 per cent as
reported by the greatest statistician in Germany.

Commissioner ULBERTSON. Of course, it will be a great advantage
to her if she can purchase those raw materials in countries where
the currency is more depreciated than it is in Germany.

Senator SHOOT. Certainly.
Commissioner CULUERTSON. So if she turns to Russia, for example,

to purchase her raw materials, and purchases her raw materials
there on the depreciated basis of the ruble, and then sells her goods
in the American market, she of course makes a double gin.

It is in the smaller industries, however, where I think Germany
will have a very decided advantage because of this exchange situ-
tion. Industries, like the toy industry-and I only use that as an
example of quite a number of others-where she puts a good deal
of labor into the fabrication of the goods and where the raw material
is a relatively small item-in those cases she is bound to have for-
many years a very decided advantage arising from this peculiar
condition with which we are confronted.

Senator DILLINOUAM. When you were interrupted you were going
togive us some illustrations of the proposition you have advanced.

Commissioner CULBERTSON. I think those are a little further along
in my notes, Senator.. As I said before, the American valuation is one of the means by
which the bill seeks to meet this peculiar and unprecedented situa-
tion with which we are confronted, and, as I say, I believe it. will
assist very materially in meeting it, but it will not act as a panacea
for this entire situation.

You have heard the administrative difficulties of American valu-
ation discussed. They are real, but they are not insuperable. I
think that a practical administration of it can be ultimately worked
out.

For example, if for generations we had had in this country the
American valuation and we were now about to change to the foreign
valuation of our goods, I believe that more objections could be raised
against- the change from domestic to foreign valuation than can be
raised against a c ange from foreign to domestic valuation.

Senator GERRY. You say it can be worked out. How long do you
think it will take I

Commissioner CULBERTSON. I understand that* the appraisers in
New York are now working out the details of it. That, of course, is
a highly technical matter, and no doubt the machinery will work
with some friction for a while- but I should say that within a couple
of months the customs officials wodld be ready to administer a law
of this kind.

Senator GERRY. Do you think it would run smoothly as soon as
that?

Commissioner CULBERTSON. It would not run as smoothly, of
course, as the present system, because the present system has back
of it years of decisions and traditions and experience and practice,
and it would be some time before it would be tinctioning smoothly.
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Senator GiERRY. Necessarily would there not be very many appeals
from the appraisers to the board I

Commissioner CULBERTSON. There are a great many to-day, Sen-
ator. I have no doubt that there would have to be a number of
basic decisions by the Board of General Appraisers and the Court of
Customs Appeals interpreting these phrases, like "comparable" and"competitive." That would be inevitable. *

Senator GERRY. And comparing certain of the commodities with
others, I suppose? That would have to be determined?

Commissioner CULBERTSON. Yes, Senator.
Senator GERRY. To determine what commodities are comparable

with other commodities?
Commissioner CULBERTSON. Yes, sir. Thit is the very basic

problem in American valuation, the question of comparability and
what competes with another product.

Senator GERRY. And naturally that would take time, because it
would have to wait until it went up on appeal, and there would be a
number of those cases going up on appeal, would there not?

Commissioner CVLBERTSOX. The plan of course, and the most
effective way of putting through a law of this kind, would be to put
a good deal of power into the hands of your appraiser and let him
determine the question of comparability without a long series of
appeals.

Senator L. FOLLEPTE. You would make his decision final?
Senator GERRY. You might get appraisers disagreeing in different

sections of the country, might you not?
Commissioner CULBERTSON. 'You might have that..
As to the question that you asked, Senator La Folletto, it would be

highly arbitrary and contrary to American tradition to have un-
appealable decisions, but, I do not think it is unconstitutional. I
think that is a phase of this law that ought to be considered.

Mr. McNabb, our customs lawyer, has given that matter a good
deal of attention. Perhaps you would like to ask him some ques-
tions a little later on that particular phase.

Senator GERRY. You advocate no appeal from any of the ap-
praisersI

Commissioner CULDERTSOx. I should rather not be put in the
position of advocating anything. I think it is a question which
would have to he conshlered by the committee. I think it is consti-
tutional, however, to make it that way.

The difficulty of administration and the revolutionary character
of American evaluation are illustrated by a number of things. It has
been generally assumed that American valuation would establish
a higher level of value than exists abroad In fact, in figuring out the
duties I am advised the Ways and Means Committee figured what
would be a fair duty on a foreign valuation and then reduced that by
a certain amount. In general that is a correct assumption. There
are cases, however, where the foreign value is as high as or even
higher than the American goods. I mention this to suggest the care
with which you must proceed in fixing ad valoremn duties on the
American valuation.

Let me just give one or two examples, and I will draw them from
the field of cotton textiles because that is a very important industry
in this country and one Wiich is vitally concerned in this legislation.
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The invoice price of Ander~on ginghams-they are ginghams pro-
duced abroad-has been higher than the wholesale price of the
nearest domestic ginghams. The domestic gingham is not exactly
the same fabric, but it might be considered as comparable with,
and it certainly competes with, the Anderson ginghams.

That illustrates, of course, the power which you place in the hands
of your appraising officer in determining what is comparable and what
competes ith American goods.

Senator WATSON. Where are Anderson ginghams made?
Commissioner CULBERTSOX. In Scotland, Senator, I believe.
Another case is that of ply voiles. These voiles are imported into

this country and compote with the American product. The foreign
product might be considered to be comparable with and competing
with certain voiles made by our industries here.

Senator LA FOLLErE. Are the foreign ply voiles higher in cost
price than ours?

Commissioner CULBERTSO'. Yes, sir; the invoice value of them
when sent to the United States would be higher than the price of the
comparable American product.

Another case is transparent organdies. They are higher than the
comparable and competitive organdies produced in the United
States. It is largely because of certain quality, certain reputation,
certain finish which it is perhaps rather difficult to define. It might
be exactly the same structure, the same weave, the same sizo yarns,
but still there is a certain feature about these organdies which cause
their invoice price to be higher than the comparable and competitive
product in the United States.

Senator WATSON. Are they higher because the cost of production
is greater abroad than here? Are higher wages paid over there in
that sort of industry than are paid here ?

Commissioner CinBERTSO'N. I think it is more because of the
reputation of the article, the basis on which it sells in the American
market,

Senator McCrimeEi. Do they have really better wearing qualities
or dye qualities?

C6missioner CULBERTSO.N. It is perhaps more the appeal of the
trade here, the desire of the trade to get that particular quality of
fabric, that particular style-

Senator SmooT. You have mentioned in your last word the impor-
tant thing-style.

Commissioner CULBERTSON. Most of our Venetians-coat linings,
you know--came from England before the war. The industry de-
veloped tremendously in the United States during the war, and we
have now a very important Venetian industry.

Foreign Venetians are desired largely because of their silk-like finish.
They have the same structure, the same weave, the same general
characteristics, but because of their silk-like finish they are imported
at a somewhat higher price, frequently, than the comparable and
competitive American fabric.

I might contirtue these illustrations at length, but it is brought to
your attention simply as a warning that in lixing duties you can not
always assume that the American price is higher than the foreign
price.

Senator LA FOLLErTE. How would you meet a situation of that
sort ?
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Commissioner CULBERTSON. You will have to adjust your ad
valorem duties, of course, to meet a situation of that kind.

Senator LA FOLLrr. That is, you would have to have a complete
list of all of the articles produced at a hi her value in this country and
meet that by special provisionsI Is that it?

Commissioner CULBERTSON. You may recall the hundred samples
of the old Tariff Board which you used in 193 so effectively in the
Senate debates ?

Senator UA FouwrE. I do.
Commissioner C=YLERTsOx. We are taking samples similar to

those and are endeavoring to work out comparable prices. We have
men in New York, now, who are working on the general problem of
the comparison between foreign and domestic values in order that
this committee may have that detailed information upon which to
base its decisions in cases of this kind.

In conclusion, Mr. Chairman, I would like to say this about legis-
lation on American valuation. I hope that in considering American
valuation it will be considered in connection with the whole tariff
structure. It is a revolution"" stop. It is probably a desirable
stop in view of the unsettled and very critical conditions with which
we are confronted to-day; but I feel that in constructing any tariff
law that as many of the rates as possible should-be put on a specific
basis. You should have as many rates as possible on a specific basis
and go as far in that direction as you possibly can.

The CHAIRMAN. That is generally admitted.
Commissioner CULBERTSON. Yes. But there is also this corollary

which must be kept in mind, and that is that when you do have
specific rates you must be very careful about your classification,
because the tendency is for these specific rates to bear very heavily
upon the cheaper fabrics. You have to watch your classification
problem all along the line for that reason.

I think if you do adopt American valuation, or even if you adopt
foreign valuation finally, you should give very serious considera-
tion to the question of proclaimed or fixed valuations. I mean
by that to consider whether it would not be advisable to authorize
some commission or some bureau to select certain fields within
which values would be fixed and proclaimed for a certain period.
You may select, for example, the field of chinaware, and within
that fiell fix for a certain period of time the values upon which
the ad valorem duties should be levied. We find proclaimed values
or fixed official values in a number of other countries to-day. They
are _quite common in Latin American tariffs. They are worked out
in the tariff of India. You get with the fixed or official valuation
the combined advantages of the ad valorem duty and the specific
duty, because during the period of the fixed value-say it were six
months-the ad valorem duty is simply assessed upon a value
fixed from the best knowledge which was available on that character
of goods, and it operates, of course, as a specific duty. You do not
have to pass on each invoice. You do nothavo the question of the
valuation of the individual shipments, but you have the best judg-
ment of an official body as to what the value level of that product
is, and in that way you get the benefit of a specific duty and also
the advantage which comes from the adjustment 9f values and of
the application of the ad- valorem duties.
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Senator WATSON. You think it would work no economic injury
to have fixed values even under the present chaotic conditions
throughout the world, fixing it for six months or nine months?

Commis ioner CULBERTSON. I think it places us in the hands of a
body. that vould take care of sudden fluctuations in value and take
care of them in a much effective way than could be done either by
specific duties or by simply leaving it open for each shipment to be
valued by itself.

Senator SMOOT. That would only apply, however, to a .limited
line of goods.

Commissioner CULDERTSON. Just to a limited line. You would
have selected cases here and there. The commission mentioned
that in its report on American valuation.

But in connection with American values I think you will also
need to consider the question of countervailing duties. You have
to-day, in the act that has come to you from the House, the old pro-
vision relating to countervailing duties to be a. messed in the case of
bounties and subsidies fixed by foreign Governments.

Senator WATSON. What is the page?
Commissioner CUIBERTSON. Page 212 of the Senate print of the

bill. That provides for countervailing duties to be assessed on any
product. which has benefited by a bounty or grant upon the expor-
tation or production of any article abroad. That came into promi-
nence at the time of the sugar bounties, out. of which grew the famous
Brussels sugar convention.

May I suggest thatyou consider the advisability of extending a
provision ofrthat kind to cover these governmental subsidies and
other indirect and direct means by which Governments abroad are
assisting industry and thereby placing their industries in a very
favorable position to compete with American industries.

That leads me also to suggest that the antidumping statute be
considered very carefully in connection with this whole scheme.
In my judgment, the administration of an antidumping statute
should be in the hands of a commission or bureau. I feel that the
administration of an antidumping statute is not the function of
the Treasury Department. Their task is largely a question of the
administration of the law, the collecting of duties, while dumping
raises-an industrial problem.

The question is, What effect is competition having upon American
industry t is like the problem that you have placed in the hands
of the Federal Trade Commission, the question of unfair competition.
You have placed it in the hands of that commission in the case of
domestic commerce. I think you ought to place it in the hands of
a commission to handle cases of unfair competition in the importation
of goods. Do not limit your definition of dumping, as you have
already limited it in the law, to merely underselling, but give this
commission or bureau full power to consider cases of unfair compe-
tition in importation.

The CJIARIMAN. Do you recommend to this conimittee that it
should create a mrchihery that would follow the example of the
Federal Trade Commission?

Commissioner CULDERTSON. So far as it is handling cases of unfair
competition, Mr. Chairman. I

The GCHAIRMAN. I thought that had become a nightmare of the
past in the early days.
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Senator LA FOLLMTE. It has to the people who are unfairly
competing.

The CdAIRmAN. They are extinguished.
Senator LA ForT.IrrE. No; they are not extinguished, but they

have a remembrance of the fact that they have been investigated by
this commission.
. Commissioner CULBERTSO.. These unfair cases of competition
abroad are illustrated by full line forcing, a very dangerous kind of
unfair competition in the dye industry, for example; and if some
administrative body had the power to recommend, upon complaint
to the President, that this unfair practice is going on in the importa-
tion of goods, and that your law would then authorize the President
to impose certain additional duties or even prohibition, upon the
importation of that character of goods, so long as that unfair practice
continues, you would have an effective means, it seems to mb, of
meeting some of these very abnormal and unusual forms of unfair
competition with which Anierican industry is bound to be confronted
during the next few years.

Senator SMooT. It is a very much better plan than to try to impose
embargoes upon certain lines of goods.

Commissioner CULBERTsON. Yes; I think if you would just reverse
the situation, let your goods come in and stop them when unfairness
appears, rather than stop everything and only allow exceptions to
that general embargo, you will apply the American principle more
effectively than in any other way.

Senator MCCUMBER. If you should include in the law itself a pro-
vision to raise the tariff to equal any bonus paid by foreign govern-
ments or advantage given to governmental agencies, would not that
meet the situation without creating a board or a bureau that was to
determine what constituted an unfair practice or unfair trade relation?
Some concerns might consider that anything that competed with their
product was unfair.

Commissioner CULBERTSON. That would be a case where the
penalty is probably not to be applied. A case of merely severe
competition would not necessarily be a case coming under the law.
I think the present dumping law, as far as it goes, is effective.

Senator MCCUMBER. Do you not think it is sufficient, so far as it
goes?

Commissioner CULBERTSON. Yes; it does not-
Senator McCumBjER. Is there anything now that it would not

cover?
Commissioner CULBERTSON. I do not think it would cover full-line

forcing. An American textile manufacturer, let us say, wants a
particular dye. This particular dye is produced only in Germany.
He goes to this German manufacturer and asks him to sell him a cer-
tain quantity of that dye. The German has a monopoly of it. This

'German manufacturer says, "I will sell you that dye if you will buy
the rest of my line." The rest of his lre is produced in America.
The American textile manufacturer wants to buy it in the United
States, but in order to get this absolutely essential dye he must buy
the full line of German dyes; he must make a contract with this
German manufacturer to buy his full line of dyes. That has been
considered an unfair practice in domestic commerce.

Senator McCUMBER. Specifically, how would you meet it? How
would this bureau of which you speak meet that situation? 1

81527-22-A v-
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Commissioner CULBERTSON. The most effective way would be to
prohibit that foreign manufpxturer from exporting into the United
States at all until that practice ceased.

Senator LA FOLLTFE. But, alternatively, you propose that upon
these facts being developed by investigation there should be lodged
somewhere authority to increase the duty as a penalty against that
practiceI

Commissioner CULBERTSON. Yes; I think you must have lodged
somewhere the power of investigation. You must give the injured
American manufacturer some place to complain, some place to make
his case. You must give some chance of hearing in a case of this kind.

Senator LA FOLLETTE. On both sides?
Commissioner CULBERTSON. On both sides.
Senator MOLEAN. There is nothing in the machinery of this law as

passed by the House that provides for that I
Commissioner CULBEBTSON. Nothing whatever, Senator.
Senator LA FOLLETTE. You spoke, Mr. Culbertson, of this plan of

valuation embodied in this bill as being revolutionary and an experi-
ment at best, as I understood you. You regard it as defensible
because of the conditions eisting in Europe?

Commissioner CULBERTSON. I think it is worth trying, Senator.
Senator LA FOLLErE. Do you care to express an opinion as to

the soundness of the scheme and the practical success of its operation?
Commissioner CULBERTSON. We have nothing to guide us in that

field. No foreign countries have adopted a measure similar to this.
In a number of countries they assess duties on what they call a
landed value; that is, the o. i. f. value at the port of importation.
But in this law you go to the extent of assessing the values on the
basis of goods in the principal markets of the United States.

Senator LA FOumnwTE. And on goods that are as nearly com-
parable as possibleI

Commissioner CULBERTSON. Yes, and competitive.
Senator LA FoaiurrE. There you have a wide field and almost

unlimited opportunity for differences of judgment.
Commissioner CULBERTSON. When you do not have comparable

and competitive goods you have a very much larger problem. Of
course, the present system, Senator, has been very much idealized.
The present system is largely an accepting of the foreign invoice values
which are presented to the appraiser.

Senator 7LA FOLLE rE. Would it not be a simpler problem to set
up some means of ascertaining the true value of the imported article
on the other side and maintaining there some official machinery which
could administer that?

Commissioner CULBERTSON. I am a believer in the principle of pro-
claiming the official valuation within certain fields. If you put as
many specific duties on as you can and then select another field for
proclaimed and official values, you would have the field fairly well
covered. The official valuation could be fixed either on the domestic
value or on the foreign value.. Of course, some organization, com-
mission, or bureau would have to have charge of fixing those official
valuations. They could maintain some machinery, some experts
who would go abroad and determine what the actual value of those
goods were in foreign markets and then proclaim those values for
a period of time. That would be entirely practicable.
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Senator WATSON. For the first 10 years of our history we followed
the principle of domestic valuation. Was there anything in the
precedent that would be of any value at all in the present case ?

Commissioner CULBERTSON. What has been referred to as do-
mestic valuations is our early history is not the same thing that you
have in this bill.

Senator WATSON. Not quite, and yet the principle is very largely
the same, is it not?

Commissioner CULBERTSON. I think the administration of it might
involve much the same problem, although in most of our earlier pro-
cedure I think I am correct in saying that the invoice was the basis
of valuation. In this bill you get away from the foreign invoice
entirely as the basis of fixing values. The experience in our early
history was not long enough,I should think, to warrant conclusions.

Senator SMOOT. No; and conditions were entirely different, too.
Senator MCCUMBER. Mr. Culbertson, have you considered the

question of danger of combination of American manufacturers in
holding up their prices at a high rate in order to obtain a high tariff
or by combination increasing the selling price of their products to
enhance the amount of tariff ?

Commissioner CULBERTSON. I have thought of that as a possi-
bility. I do nbt see any very great danger in it now. The wool-
growers have complained that since their only market is the domestic
manufacturer, the fixing of that maximum 35 per cent duty in this
bill would put them more or less at the mercy of the domestic manu-
facturer. I express no opinion upon that; I simply pass it on as
another case of what I believe you have in mind.

Senator MCCUMBER. Of course, we all admit that we are not in a
normal condition; that prices of all kinds are abnormally high. In
adopting this new system can you see no dangers of maintaining a
standard of cost so high that the average earning capacity of the
American people will not enable them to purchase the products?

Commissioner CULBERTSON. I can see that the change of the basis
of assessing ad valorem duties would affect the operation of the
forces which are determining the questions of price.

Senator MoLEAN. The foreign competition will prevent pyramiding
here, will it not ?

Commissioner CULBERTSON. Yes; I think it will.
Senator WATSON. Except as to the jobber and the retailer.
Senator MoLpAN. You can not very well get at them.
Senator MCCUMBER. Then, on the whole, Mr. Culbertson, you

think there is no danger in either of those lines I
Commissioner CULBERTsON. I do not believe there is, Senator.
Senator SMOOT. Mr. Culbertson, let me ask you if you have thought

of any other plan that would better meet the conditions existing in
.foreign lands as affecting the exchange values than this American
plan? Can you suggest to the committee any plan that would reach
the situation as well or as nearly so as the proposition of the American
valuation?

Commissioner CULBERTSON. In so far as duties are to be assessed
on the ad valorem basis, I do not know of any better plan. One real
reason is that the gold basis in foreign currencies is gone. The usual
measures of values are uncertain and fluctuating, and 1 do feel that
this is in part a mode of escape.
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Senator SMoor. And no ad valorem duty that we would place
upon the importation of goods into the United States coming from
Germany, where she is to bepaid in a gold market at 1 cents, and
when she receives that pay she can purchase labor to make the very
goods that are imported into this country at least three times the
amount, would meet that situation, would it?

Commissioner CULBERTSON. It is very difficult, Senator; and re-
member that even a duty levied upon the American valuation only
helps correct the difficulty.

The CuAmR iA. Are you through, Mr. Culbertson?
Commissioner CLBJERTSON. I am, Mr. Chairman.
The CHAIRMAN. Has the committee any desire to interrogate the

witness any further?
Senator LA FOLLETrE. Suppose we should want to recall any of

the witnesses?
The CuaIRmAN. You can recall any of them. I have no doubt that

they will be glad to return at any time.
Mr. Charles E. McNabb, representing in a legal capacity the

activities of the Tariff Commission, now desires to finish the statement
which he began yesterday.

STATEMENT OF CHABLES E. McNABB, LAW OFFIORR, UNITED
STATES TARIFF COMMISSION-Resumed.

Mr. McNABB. Mr. Chairman, at the close of yesterday's hearing
Senator McLean inquired about the possibility of a duty upon duties.
That is not a menace at all.

Senator WATSON. The possibility of what?
Mr. McNABB. A duty upon duties.
Senator SMoor. I will say to the Senator from Indiana that that

qu tion was raised by the Senator from North Carolina, Mr. Simmons,
claiming that under the American plan it would result in paying a
duty upon duties.

Mr. McNABB. In the first place, the appraising officers will fix
values upon comparable and competitive domestic products if there
are any sold in the open markets. Those products do not carry
duties. Consequently, any duties paid upon imported merchandise
on the value of-domestic products would necessarily not be the pay-
ment of duty upon duties.

To be sure in instances where the foreign selling price of an imported
article is substantially equal to the American selling price of a com-
peting article the imported article could not, without loss, be sold
For less than the foreign selling price plus the duty, and expenses, and
in such event the American selling price might be raised to the same
level, so that on a subsequent importation, duty would in effect be
laid on the prior American selling price plus expenses and the former
duty paid. This rule would not hold with respect to articles of
lower foreign selling price than the price of competing American
articles.

Senator WALSa. Would it not be possible for producers to get into
collusion and fix values?

Mr. McNABB. I am omin to that in a moment Senator Walsh.
That is a matter which I wise to take up immediately after this.

In the instances supposed, however, duties upon duties would not be
imposed, according to the terms of section 402, atpage233 of H. R. 7456,
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whenever in the judgment of the appraising officers the inclusion of
duties in the appraised value would- not make a fair market value
which is required by the terms of this bill to be the appraised value.
For instance, if the price paid abroad for the imported merchandise
with duties added, with profits in the United States added, and with
expenses of sale added, would amount to more than the fair market
value of such merchandise in the United States, the appraising officers
are expressly given the power not to include, but to exclude, the
duties. If, on the other hand, the goods are bought at a price abroad
which with duties and profits and commission, if any, and expenses of
sale added would still make the value less than the fair market value
in the United States, the appraising officers have authority to include
the duties.

In any event, if duties were always included it would not be such
a pyramiding as I understood Senator Simmons yesterday to have in
mind, because the selling price abroad would in all probability tend
to remain stable. It would not increase with each importation.
The tendency would hardly be toward any considerable increase in
American values-certainly not in cases of great difference between
foreign and American prices. Thus a duty of 10 per cent on $1
would not advance the dutiable value when the selling price abroad
remained at, say, the equivalent of 50 cents. So that on the whole
the duties wouli affect the value in the United States in a relatively
small way. It all would be largely governed by competition.

Now, as to the matter that Senator McCumber and Senator Walsh
and other Senators spoke of yesterday. The matter of manipulating
prices, of domestic manufacturers getting together and raising prices,
or, if you please, of importers getting together and lowering prices,
is covered by the terms of section 402, at page 232 of H. R. 7456.

Senator WALSH. Will you read that into tle record, please?
Mr. MoNABB. I am reading from line 9, page 233:

No pretended sale or offer for sale, and no sale or offer for sale tending to establish a
fictitious market, shall b- held to establish value as herein defined; nor shall a value
substantially raised or lowered at the time of exportation otherwise than in the ordi.
nary course of trade be deemed to be such value.

Senator McCuMBER. That would cover'the case of a combination
to raise prices after the goods had been exported. But suppose
independent of the matter of the date of exportation a few of our
American monopolies would get together and fix the price of their
product at a very much higher rate. How is that covered in that
section?

Mr. MCNABB. Senator, it is the date of exportation that will
govern. Anything done subsequent to the date of exportation
would be outside of this provision.

Senator McCuMBER. Well, suppose it was subsequent to this
exportation, then and still other exportations would come into this
country. What have you there to meet a case of combination to
fix prices? It will not affect anything that is already shipped,
according to that section which you have just read, but how about
the things that come in _afterwards?

Senator MoLEAN. If the tariff were not imposed the exported
would have an immediate advantage if a combination here raised
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prices, and they could not be raised unless they imposed the tariff at
the same time.

Senator McCuMBER. Suppose they did this: Suppose they raised
the price in this country and thereby imposed a higher duty and the
foreigner would still raise his prices a little so as to just be able to sell
in this country. How are we protected against that double combi-
nation? As stated by one of the witnesses yesterday, it is quite a
common practice for the exporters from a foreign country to the
United States to raise their prices to just such an extent that they
can enter the field in competition with the American price, even
though they make enormous profits by doing so; and there is one of
the dangers, I think, that a great many feel is the real danger.

Mr. M NAnB. And that is lone under the present system of ap-
praising, Sen-t or M cCuwber.

Senator McCu Ipia. Certainly.
Mr. McNABB. There are ways to meet that, assuming that it

would be done at such time and in such way as would notbring the
merchandise within the provisions that I have just read. There are
ways within the bill, and without the bill, for meeting such diffi-
culties. One possible way, if the Congress saw fit to do t, would be
to give the appraising officers the power to ascertain the value as of
the time of the contract of purchase of the goods, which might
antedate the exportation and the subsequent importation by months
or even a year or more. Some thought was given to that, and it
was put in a report submitted b the Tariff Commission to the
Committee on Ways and Means. The date of purchase of the goods
is not known generally. The American importer and the foreign
exporter know the date of the contract, which might be a continuing
one running for a term of years. The American producers, on the
one hand, and the American importers, other than the one who is
a party to the contract, would know nothing of this particular order
or the goods. But one objection to that is the uncertainty of the

date of the contract. It seems to me that there would be few cases
which would not be met by one of these provisions, and if there
were such cases that could not be met by competition of commerce,
then it seems to me that-a broad power, perhaps such as indicated
by Mr. Culbertson, might be invoked.

Senator MIcCU.IDER. Don't you think, Mr. McNabb, that the law
or rule or provision will work just as freely in this country if we
adopt the American valuation plan as it has worked in the past when
we adopted the foreign selling price?

Mr. McNABB. I think, Senator McCumber, it will work more
freely, and one reason is this, that the American producers must
make known their selling prices; those selling prices will have to be
ascertained by the appraising officers.

Senator WALSu. Would not that very fact tend to collusion-the
fact that they have to make that knownI

Mr. MoNABB. Well, it must be collusion of such nature as will not
bring them within thus provision and within the provisions of exist-
ing law, such as the Federal Trade Commission act, because the
domestic manufacturers, the domestic producers, are amenable to
the law on the statute books, and foreigners are not, so that Senator
Walsh, if that were done to-day under existing law in unfair com-
petition the Federal Trade Commission would have jurisdiction.

Senator WALSh. If they could prove it.
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Mr. MoNABB. Yes; if they could prove it. Of course, it would
have to be a matter of proof, and it could be proved, it seems to me.
It could be proved, whether or not the basis of duties ad valorem shall
be changed, because it is all within the borders of the United States,
and consequently within the jurisdiction of the Federal Trade Com-
mission.

But, coming back to Senator McCumber's question, the American
prices will be known. The wholesale selling prices will be available
and the books will be open, because the appraising officers are given
power not only to seek foreign values but to seek the source of values
in the United States including the cost of production. The books of
every American producer must be opened at the call of the appraising
officers of the United States if this bill goes through.

Senator WALsH. That is interference on the part of the Govern-
mont.

Senator LA FOLLBTrE. That is more business than Government.
Mr. MCNAnB. They are open to the Federal Trade Commission

to-day. It is only a matter of giving the appraising officers informa-
tion for the purposes of the tariff. It is rather a limited jurisdiction
because their inquiries would relate only to trade prices for duties
ad valorem.

Senator WALsu. Of course, they ought to be given such informa-
tion in order to collect tax data.

Mr. McNABB. Does that answer your question, Senator McCumber I
Senator McCUMBER. I think so.
Mr. McNABB. I am not taking the committee's time to go into

various aspects of these matters. I am trying to confine myself to
one answer to each question because I know the committee is in a
hurry to proceed.

Now, another matter which was developed in a sense, but not
developed in another sense, on yesterday, is the matter of expedition
in getting imported goods under the American valuation plan.

We saw on yesterday that the importer may go to the appraiser
and have an advisory appraisement made. That can be quickly
done. Provision is made for appraisement upon verified samples
in advance of the actual arrival of the goods. If the verified samples
are not available, then as soon as the goods arrive this advisory
appraisement provision will apply; until the advisory appraisement
shall be made there would be no entry of the goods.

Under the present law and practice, the first thing the importer
does is to rush the entry into the customhouse and to proceed, as
well as he can, to expedite the examination and appraisement of the
goods and the collecting of the duties.

But under this plan le would be told by officers of the Treasury
Department, by Government officers, what those officers deemed to
be the value in the United States, and those values would be expressed
in money of the United States.

I wish to stress this. Under the present law and practice the
appraising officer returns the value, the foreign market value in the
currency of the foreign country, or the currency that is actualy paid
for the goods if it should happen not to be the currency of the country
of exportation. His return is always made in the foreign money.
At this time the importer will not be certain of the amount. In any
event he must rely upon his own calculations or such figures as he

0. N U I
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may get. He can not be certain of what the value expressed in money
of the United States will be until the matter has passed from the
appraiser to the coUector and the collector has converted the foreign
currency into currency of the United States.

There will be no delayof that kind under H. R. 7456. It may be said
that it is inconsequential because the importer is in a position to know
what the conversion value of the currency is, but there is some delay
which would not attach under the American valuation system that
would require everybody, including the appraising officers, to express
the value in money of the United States.

Another thing that would occur is this: In the appraisement
there would be a value fixed upon the goods which would stand in
the nature of a proclaimed or official valuation without the great
defect of the ordinary conception of the official or proclaimed value.
This value would stand until the appraising officers changed it.
It might stand for weeks or months, according to the state of the
market.

It would have this advantage, which the existing system does not
have: The importer would have the American right to a day in
court upon his particular importation. It stands to reason that no
American will ever be satisfied with a statement that duties ad
valorem have been taken on his particular importation, the only
one in which he is interested, on a value which is higher than that
at the time of the exportation of his goods, because the law says
the value during the entire period-three months or whatever term
may be fixed in the law-is the official value for all duties on that
particular kind of goods.
. There is another point to be considered. Under the American

system, as under the present practice, there would be uniformity of
values throughout the United States. That question was presented
here this morning. Senator Gerry asked the question. It would
be more so, if anything, under the American valuation plan.

There is a bureau in New York at the head of which are two of the
ablest men in the customs service. It is their duty, with the aid
of their assistants-ablo men-to have these values made known
generally. They are published. They are watched. I mean that
the appraisements are watched. And not only are the appraise-
ments -watched, but the classifications as well-that is to say, the
determination of the rates and amounts of duty-so Chat they can
not bring goods in at one port and have them passed there at a
valuation or classification different from that of another port. So
there would be absolute uniformity under the American plan.

Senator WATSON. Of course, the findings of the New York ap-
praisers are in no wise binding upon others. I suppose, however,
hat they are accepted because of tho great volume of business done

there and the well known ability of the men.
Senator MoLEAN. They are all appealable to the Board of

Ap~praisers.
Senator WATSO. Yes; but in the vast number of cases they are.not appealed.'"
Mr. MoNA BE. When the Board of General Appraisers does make

a decision, that decision stands, or that value stands, until it is set
aside. That is in the nature of an official or proclaimed valuation.
It is always subject, however, to the right of the importer to have
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the decision of the appraiser reviewed independently of what went
on before.

Senator McCuMBER. This may not be just the'place to inject this
question, and you may answer it later it you desire to do so but I
would like some views expressed by you on the question of valuation
in the principal markets, when the value is very much different in
one market from that in another. Take, for example, steel rails.
In and around the vicinity of Pittsburgh they might-be quoted at a
certain price. Steel rails of the same character in San Francisco
might be very much higher. Now, what methods have we of dealing
with the situation and determining the prices in San Francisco and
in New York or Pittsburgh I

Mr. McNADB. The bill states that the merchandise shall be
appraised at the value or wholesale selling price in the principal
market or markets of the United States. That is the law to-day
with respect to forei values. The appraising officers to-day
determine the principalmarkets of the country of exportation.

Senator Meu -IBER. It might be simple in Great Britain for in-
stance, since that is a small country and the market would ha prac-
tically the same wherever they sold steel rails, but the market price
of rails in San Francisco where the freight costs have to be added
must be immensely greater than in and around the vicinity of Pitts-burgh.Mr. MfcNABm. Senator McCumber, one of the leading cases in the

Supreme Court on the tariff deals with the question of principal
markets. It was decided more than 50 years ago. It is the case
of Stairs v. Peasley. In that case the question was raised and
decided whether Halifax, Calcutta, and Liverpool ar, all principal
markets of Great Britain, and the decision was in the affirmative,
and the Supreme Court said that it rested with the appraising officer
to determine what are the principal markets. That matter is gone
into in the report of the Tariff Commission entitled "Information
Concerning American Valuation as. the Basis for Assessing Duties Ad
Vfllorcm."

Senator MCCU1BER. That does not quite answer my question.
Suppose that steel rails sell at $100 atPittsburgh and $150 in San
Francisco; how are you going to decide what the rate of duty shall
be?

Mr. McNAnD. That has been thought out, Senator, and the matter
has been carried into section 402 of the bill. In determining the
principal markets the appraising officers may consider the elements
of costs that you have Just mentioned. Transportation is one of
them. Transportation charges across the continent in the case of
pottery are very high. If such charges are involved, the appraising
officers are given power to consider them and to allow for them in
getting at the value for sale in the United State; he may take these
things into consideration and ascertain what the fair market value
is in view of all the facts.

There may be one principal market for a commodity Boston-is
the principal wool market and Pittsburgh is the principal market for
steel rails. These are well-known facts. The appraising officers
would naturally go to those markets for values. They are given
power in section 402 whereby they will be enabled to do justice to
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every importer and to find a value which will be the fair market value
of the particular importation.

Senator McLENx. I want to ask you one question at this point.
Is it possible to impose duties under the present system against
importations from some countries that will not operate as an em-
bargo against similar importations from other countries?

fr. McNABB. That question, Senator McLean, is not easy of direct
answer, because there is apt to be some difference in the goods them-
selves.

Senator WATSON. Well, if you take a case where goods are equal,
you have that difficulty. For instance, take Japan. We were having
hearings some time ago on surgical instruments. It costs so much to
make them in Japan exactly as they are made in the United States.
Wages over there are 57 cents a day and over here are many times
higher. If you place a duty on surgical instruments coming from Japan
that is protective in the sense in which that term is legitimately used,
then it is an absolute embargo on the importation of surgical instru-
ments from any other country in the world. It will be 1,000 per cent; -

Senator MCLEAN. That would be the case with a great many
articles.

Senator WATSO.N. Oh, yes; I used that simply as an illustration.
Senator MCCUMBER. Yes; you might take all kinds of celluloid

goods.
Senator McLEAN%. Will you answer my question? Is it possible to

have a duty under the present system against importations from some
countries that will not operate as an embargo against similar impor-
tations from other countries?

Mr. MCNABB. The flexibility of this section No. 402-
Senator WATso.x. le is asking about the present system.
Mr. McNABB. Oh, I can answer that readily.
Senator WATSOX. 'lhen, is the American plan the only way to

escape from that situation?
Mr. MCNABB. Pardon me. I thought you meant under the Ameri-

can valuation plan.
Senator McLEAX. I said under the present valuation.
Mr. McNABB. There is but one answer. If the duty is taken on

the highest value of all the countries, as was said yesterday, as a
possibility-

Senator McLEAN. If we are to consider the proposition for reason-
able protection, are we not driven by force of circumstances to try
some plan other than the present one ?

Mr. McNABB. Under the present system duties are not taken on
the highest value, but they are taken on the value in the country of
exportation of the particular goods, Sonator.

Senator McLEAN. I think you do not understand my question, even
now. If we intend to continue a reasonable protective policy, is it
possible under the present plan ?

Mr. McNABB. In other words, can duties be made so high that
there will be protection to American manufacturers against the goods
of a low-cost country without making the duties prohibitive upon
the goods from countries having high costs I

Senator MCLEAN. That is another way to put it; yes.
Mr. MONABB. I see no way of doing it short of the American

valuation plan.
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Senator McLEAN. That is what we want to try to do. We do not
want to adopt some unreasonable and impracticable and impossible
plan.

Mr. McNABB. It is all right under the American valuation plan.
I am sorry that I did not understand the Senator's question.
Under the American valuation plan the flexibility would meet many

situations. By flexibility I mean this, that the appraising officer is
to determine whether there are comparable and competitive products
of the United States sold in the open markets. If he decides that
there are no such products, lie may, and it is his duty, to find the
value which will be the equivalent of a fair market value in the
United States. In doing that he may take all the facts into consid-
eration, and so long as lie does not proceed upon methods that are
unreasonable his action will be sustained by the authorities.

There is flexibility here which will benefil the importers as well as
the producers, because of the requirement that it must be the fair
market value of the particular importation u, on which duties are
taken. That value determined by the appraising officers and made
applicable, through the means that I spoke of to the other ports
would soon, it seems to me enable the goods to be quickly appraised
at a value which would be known to the importer-a value which he
would soon be able to know the definite amount of and a value which
would carry no additional duties for undervaluation, if in good faith
and without fraud he adopted the advisory appraisement..

If I were asked the greatest objection to the American system
I would say it is the great burden of work thrown upon the officers of
the United States, and the answer to that is that that great body of
men, properly compensated for their work, would enter upon t eir
duties with added zeal and it would not be long before they would
evolve a system which would be workable andysatisfactory to all.

The CHAIRMAN. Have you closed your statement, Mr. McNabbI
Of course, I know that you can go on with a very interesting dis-
cussion of the subject for a long period, but brevity must be our
guiding principle. It is true that it is very important and we do not
want to curtain legitimate discussion. If you have Anything further
to say or anything that you would like to submit in written form, you
may give it to the stenographer.

Mr. McNABB. With the permission of the committee, I would like
to add something to what I have already said. There are two other
matters.

The CHAIRMAN. The committee is greatly interested and wants to
give you every opportunity. Of course, we have limitations upon
our time, as you must realize. Is it your thought that you wil be
able to close by inserting in the record your additional views on the
matter?

The committee, I may say, has indicated a desire to reserve the
tight to invite the members of the commission to appear before it
at a later date.

The committee now, under the program laid out, will adjourn until
half past 2, when it will hear Mr. Marvin, of the Tariff Commission.
When Mr. Marvin is through the committee will proceed to hear
certain customhouse officials from New York.

The committee will stand adjourned until half past 2, when Senator
McCumber will take the chair.
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(Whereupon, at 12 o'clock noon, the committee took a recess until
2.30 o'clock p. m.)

AFTER RECESS.

Senator McCuMHER (presiding). Mr. Marvin, will you be kind
enough to give the committee your views with reference to this
American valuation, giving first your name and position I

STATEMENT OF HON. THOMAS 0. MARVIN, VICE CHAIRMAN
UNITED STATES TARIFF COMMISSION.

Mr. MAnviN. Thomas 0. Marvin, vice chairman United States
Tariff Commission.

Mr. Chairman, the determination of value is always attended with
more or loss difficulty. Our town and city governments met this
difficulty, so far as the valuation of real estate is concerned, by the
appointment of boards of assessors, whose duty it was to estimate as
accurately as they could the value of the properties under their juris-
diction. They did not ask the owner of the property to determine
the value-they estimated the value as best they could in the light
of comparable values in the community, sales that had taken place, etc.

Our Federal Government in the collection of customs duties has
attempted to meet the difficulties of valuation by the appointment of
customs officials whose duty it is to estimate the value of imports upon
which ad valorem duties are based.

It might be serviceable if we could have a brief outline of the
organization of our customs service, and I would like to read a few
paragraphs from an interesting article by Mr. George C. Davis, of the
Customs Service, of Now York:

The United States is divided into 48 customs districts, each in charge of a collec.
tor of customs. Within these districts there are 48 headquarters ports and 264 ports
of entry. The latter ports are in charge of deputy collectors. * * *

There are 6,635 customs employees, divided approximately as follows: 1 chief
division of customs; 2 assistant chiefs; 39 clerks and messengers, division of customs;
126 special agency service; 48 collectors; 300 deputy collectors; 15 cashiers; 7 naval
officers; 7 surveyors; 16 appraisers; 17 assistant appraisers; 218 examiners; 1,855
inspectors and guards; 2,984 clerks and other employees; and 1,000 openers and
packers and laborers.

This, briefly, with the exception of the Customs Court of Appeals and the Board
of United States General Appraisers, is the organization of the Custonts Service exist-
ing for the purpose of safeguarding the revenues and properly collecting the duties
under our tariff law. * * *

Fundamentally the operations necessary to secure the duties upon imports are
simple in the extreme and may be broadly placed at foiir: Taking custody of the mer.
chandise. Examining it to determine value, count, measurement, weight, and rate
of duty. Collecting the duties and recording the amounts. Returning the merchan.
dise to its rightful owners. * * *.

The merchandise is taken into custody for this purpose, and the amount of money
collected depends entirely upon the accuracy of this operation. * *_ *

Out of 6,635 employees, 251 of them in our larger ports are engaged in appraising
and classifyng the importations for duty * *

aThe appmiser appraises and classifies the merchandise.
Even the clarification of the merchandise is not entirely in the hands of one legally

constituted officer. Theoretically the collector determines the rate of duty, but only
in theory as neither he nor his subordinates (except in the smaller ports) ever see the
merchandise. Classification is the collector's lega function, in fact, the most impor.
!ant of any he has to perform, for erroneous rates of duty may mean the los of millions
in revenue. The appraiser is only required by law to report the facts to the collector
in order that the collector may properly classify the mircandise, but as the examiner
sees the article and is the practical and technical merchandise man, his advice has
gradually become the act itself. lIe places the rate of duty he has selected as the

- - - Ui U
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proper one, together with the paragraph number of the law, upon the invoice, and the
collector, through his subordinates, assesses the duty accordigly. 04 *

The entire btirden of the work, the most important work in the entire gamut of
customs, falls upon the shoulders of the examiners. * * *

Whether the Government secures its proper am.nunt of revenue or the kmerican
manufacturer his measure of protection against unfair competition brought about by
undervaluation and erroneous rates of duty and misleading or dishonest labeling of
imported goods, depends entirely upon the examiners, supplemented by-the work of
the speci a agent.

There are probably few positions in the business world requiring more knowledge
of foreign trade conditions, business practices, costs, and methods of production and
changing values the world over than the position of the merchandise examiner. Ile
must have the most intimate knowledge of customs laws and decisions of the courts
and Boards of United States General Appraisers. U?on his action and judgment
depends practically the entire working of our whole tariff system. A simple mistake
in judgment and insufficient knowled ge of conditions or a lack of conscientiousness
in performing his work may cost the Government thousands of dollars in lost duties
and consequent injustice to importers or American manufacturers or may lead to
interminable and expensive litigatiou. * * *

The market value of an imported article is one of fact and in most instances is ascer-
tained through actual transactions. Under our present law the value sought by
apprsing officers is the wholesale price that the article is sold for in the home market
of the foreign country. Those prices can only be secured on the ground, and at the
present time we have on.y six foreign investigators, known as Treasury attacks, for
the entire world. There officers are engaged in sec'iring this information for the
appraisement of merchndire. Their work is, of course, supplemented by consular
reports, but these reports are only occasional, as the consuls in their busy districts
have little time to devote to customs matters. Closely connected with the work of the
examiners is that of the special agents and customs agents. Aside from emuggling
usually a very wide and important field, the investigations of the trancactions ol
importers are highly important in checking undervaluat tons. Examiners are confined
in their offices practi ally all the time in examining current importations. The state-
ments upon the invoices as to prices paid need constant verification, and examiners
have little time for this work. There have been innumerable instances where the
special agents in investigating the invoice values of past importations have recovered
enormous sums in withheld duties. * *

Under proper organization the customs service of the United States can be made
100 per cent more efficient, and if conducted by men paid compensations worthy of
their hire, there will be large gains in the revenue and a material reduction in expense.

That, gentlemen is the Government's organization for collecting
customs duties and for assessing the value of imports subject to ad
valorem rates of duty.

Under our present law these gentlemen are supposed to obtain the
value of the goods in the foreign market, the whoeiale price in foreign
markets on the date of exportation.

As Mr. Davis said, there are six foreign agents for that purpose, a
wholly inadequate force. These gentlemen connected with the cus-
toms service are experts in their line. They have devoted years to
the problems of ascertaining values. As I understand it, the exam-
iners are divided into groups; to each group are assigned certain
commodities in which they become experts. They know the kind
and quality and value from experience. The proposed change in the
customs laws does not change the fundamental requirements so far
as the customs officials are concerned. It still means what the present
system means, a correct ascertainment of value.

The change that has been suggested makes this notable difference:
Instead of trying to ascertain the value of an imported article in the
foreign country, the effort is made to obtain the value of comparable
and competing articles in this country, and, gentlemen, does that
present an insurmountable obstacle? The Amderican people recog-
nize values; they are called a trading people. We kiow from the



TARIFF HEARINGS.

rush of people to bargain-day sales at department stores that there
is common knowledge in regard to values among the people of the
country. Take the buyers in our department stores, they could
not hold their jobs a day unless they were capable of comparing
values.

I believe that the menin the Customs Service who are trained in this
line of work, who are either selected for their ability along these lines
or who have because of their experience in the customs service ob-
tained familiarity with values, can ascertain the values of comparable
goods in this country for purposes of assessing and levying the duties.

It has been suggested that'this is a revolutionary change. As I
ha ve said, it does not change the real basis of the work. It merely
transfers the field of operation. Instead of trying to obtain foreign
values the proposed change would place upon the customs officials
the obligation of obtaining American values, and it would seem, at
least at a casual glance, that it would be much easier to obtain values
in the United States than it would to obtain values of imported
articles from countries that we are unfamiliar with, miles and miles
away, and in which we have only six special agents for this purpose.

Does it present insuperable obstacles so far as the proposed bill is
concerned?

For many years more than one-half of our imports have been free
of duty. During the last fiscal year slightly over 60 per cent of.our
imports were on the free list. Gentlemen, 60 per cent or more of
our imports would not come under the terms of the American valua-
tion, were it adopted. By the transfer from the free list to the
dutiable list of a number o'f articles probably that percentage would
be reduced; perhaps when the law is in operation, say, 50 per cent of
our imports may be dutiable, but of those dutiable imports-50 per
cent of the total imports-a very considerable number bear specific
duties, which would- remove them from consideration so far as the
operation of American valuation is concerned.

An analysis of the rates proposed in the bill recently passed by
the House of Representatives shows that in schedule 1-chemicals,
oils, and paints-there are 138 specific duties; there are 13 compound
duties and 65 ad valorem duties. So far as Schedule 1 is concerned,
vastly more of the rates are specific than ad valorem.

In Schedule 2--earthenware and glassware-there are 62 specific
rates, 14 compound rates, and 39 ad valorem rates.

In Schedule 3-metals and manufactures of metals-there are
171 specific rates, 43 compound rates, and 70 ad valorem rates.

In Schedule 4-wood and manufactures of wood-there are 5
specific rates and 17 ad valorem rates-a considerably larger number
of ad valorem rates than specific rates in schedule 4, wood and
manufactures of wood. The ad valorem rates are applied to such
things as paving posts, railroad ties, boxes, barrels, toothpicks,
porch and window blinds, and other similar articles the value of
which, it would not seem, would be peculiarly difficult to obtain in
the United States.

Schedule 5, the sugar schedule, has 9 specific rates and 2 ad valorenm
rates. So far as the application of the American valuation goes,
Schedule 5 might be practically eliminated, as the rates are nearly
all specific. The two ad valorem rates apply to adonite, dextrose,
and to candy.
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Schedule 6, the tobacco schedule, has 7 specific rates and 1 com-
pound rate; a specific and ad valorem rate on cigars and cigarettes
of $4.50 a pound and 25 per cent. So the change to the American
valuation would not affect that schedule to any degree.

Schedule 7, agricultural products, has 220 specific rates and 43 ad
valorem rates. The ad valorem rates apply to such things as lard
compounds, reindeer meat, sausage casings, meats not specially pro-
vided for, malted milk, cheese over 30 cents a pound, horses over
$150 in value, mixed feeds, biscuits, cakes, jams and jellies, sliced
vegetables, chocolate and cocoa, the American price of every one of
which could be ascertained without difficulty.

Schedule 8-spirits, wines, etc.-has 9 specific rates and 1 ad
valorem; another schedule which could be eliminated.

Schedule 9 is the cotton schedule, and it is probably in the textiles
schedules where the complications, if there are any, would be most
apt to occur. The cotton schedule is based on varying specific rates
with stop rates of an ad valorem nature, for instance, cotton yarn,
not bleached, etc., under 40's, has a specific rate of one-fifth of I cent
per number per pound; 40's to 120's 8 cents per pound, and in ad-
dition one-quarter of 1 cent per number per pound for every number
in excess of 40, with a proviso that yarns under 100 shall pay not
less than 5 per cent, and numbers over 100 not less than 25 per cent.

I will not read the details of that schedule.
Thread has a specific rate of one-half cent per 100 yards, provided

it shall not be less than 17 nor more than 331 per cent.
Cotton cloth has similar rates raised in proportion to those on

yarns; in other words, the cotton schedule, except for the stop rates
of an ad valorem nature are practically all specific rates.

It might be necessary, for careful administration of the cotton
schedule, to consider American values, if these stop ad valorem rates
were taken into consideration, as they should be.

In the early operation of the law the Treasury might well suggest
that the rates in the cotton schedule shall be levied in accordance
with the specific rates of the bill, if it were necessary to eliminate any
complications so far as the American valuation is concerned, although
I do not believe that those difficulties are great or in any degree
insurmountable.

Schedule 10-flax, hemp, jute, etc.-has 29 specific rates, 3 com-
pound rates, and 15 ad valorem rates.

Schedule 11-wool and manufactures of wool--has 10 specific
rates, 38 compound rates, and 6 ad valorem rates-comparative
values so far as the wool schedule is concerned would be rather
necessary.

Schedilo 12-silk and silk goods-has 84 specific rates, 3 compound
rates, and 10 ad valorem rates the ad valorem rates being on knit
goods, clothing, etc., in which there would not be any great difficulty
i ascertaining the market value.

Schedule 13-papers and books-has 22 specific rates, 22 com-
pound rates, and 20 ad valorem rates.

Schedule 14--sundries-has 37 specific rates, 20 compound rates,
and 95 ad valorem rates. It is in the sundry schedule where the
larger number of ad valorem rates will be found.

Taking all of the schedules of the bill there are 803 specific rates,
there are 156 compound rates, and 384 ad valorem rates.
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So, looking at the proposition from its darkest aspect, the amountof imports wlich would be affected by the change to the Americanvaluation will, as I have said, be only a small percentage of the 50
per cent of dutiable imports.

In 1920 the total percentage of free imports was 61 And a fractionper cent. Of the dutiable imports 26 per cent were Ilpecific, 12 per
cent ad valorem, and 0.34 of 1 per cent were compound.

In 1919, 48 per cent of our revenue was obtained from imports hav-ing a specific rate of duty, and 48 per cent of our revenue was obtained
from the ad valorem duties.

In 1920, 43 per cent of dutiable imports in value had a specific rate,
and 54 per cent in value had an ad valorem rate.Some years the amount of revenue raised by articles bearing anad valorem rate of duty may be in excess of the amount raised by
articles bearing a specific rate of duty.

These figures willindicate the extent to which ad valorem rates ofduty apply to our imports and the bearing of the change to American
valuation upon our imports.

The question has been raised as to the degree of difficult)' in deter-mining the comparable American product with the imported product.As my analysis of the proposed bill would indicate it. is in the textileschedules and in the sundry schedules where the effect of this changeto the American valuation will be felt most. -I have tables here of the typical products of an A4merican worstedmill, which, without reading m full, might perhaps be included in
the record.

Senator McCumniR. The stenographer will include them as a part
of your statement.

(The tables referred to are as follows:)

Ctaified lif of typical ucaratdfabris.

Width. Artiles Weight.

For men's and women's veer, all-wool piece-dyed 8erje, clear finish.
CLASS L

123 35 Storm serge for women's wear.... . . . . . . .

87 35 ..do........................................... 4'851 54 f.do):::........................................................... 7.994 .....:do . ................. ............................................ 8121 54 Medium sarge for women's weer......................................99 54 ...........................................
911 4 F se:::::::: for .....om .' ...... ........................................10 4 i:::o..... .......................................................

11 ..... ................................................. 72004 ! . d serge fo men's ad women's war ...........................
2272 5 Medium serge for men's and women's wear ............................. 102 5 ..... do................................................................

F00]. serge ~orns and w..°,,oe' wear....................2425 58 d..... do ................. ... ...
2 5 ..... do ........................... ............................ 11
2480 ~j..do.................................................... It2460 5 6 M..... do .............................................................. 312340 1 .....dluo. . ...ne.......................................1 22075 & doIII

2210 J Fine .g for men'swear............................................. 122270 51em! : 22512 5 1:....d............... 12
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tkWuidf list of typioml woretedfabriee-Continued.

'Wdthi Articles. Weght.

For men's sRd o 's wear . , ple-dged series, car i4al.-Cootd.

CL 1--continued.
2429 56 Coarse serge for men's wear .................................................. 1, 1
2450 56 Flne sergs for menes wear ....................................................
2&04 68 . ..................... . . . . 158o ..... do .. ... .... ... .. ... .. .. .................... :::::::::::: :: :: : ::: : :: :: :: :: : : ."I1
2400 5 .... do ...................................................................... 1
2511 58 .... ddo ............................................................. 141
2487 66 .. do ............................... 114/1
2320 58 ..... do .......................................................... W11
2516 ..... do .......................................................... 16
2M4 58 .. d, .................. o................. I82M0 ..... do .....................................................2.518 5 .o * iS

25 8 M ..... do ..... .. .. . ....... ...... .....°. ... ...... ° . ......° ° °......°.°... ... , i

.1 lI-Woo plu-ied aclges, unAixtkedj.

Ci AM 11.

2132 58 Unfinlsb,4 wot td or men's And women's wer . ............ 10
2380 58 UnflnLsbed woe ited for men's weasr .......................... 12
2W39 58 o ....................................................................... 1

For aots's sad woase's we -A It-wool pla €e.id Wtiotels.

235 56 Cheviot for m-n's and women's w 'r ........................................ 1

A U-wool taizf'e soerie, clrfnfesd.

CLAM TV.
2281 56 Fine mixture surge for men's ad woman's wear w ................
20 56 F ine xtue sge for men's wear ........................................... 1 i2354 5 . do ...................................................................... 1 11723" 68 ..... do ....................................................................... 13

For n'susa woen' incest-A U-wool epe orVloeaszirgnkeofnf,

CLASS V.

232 5 Medium unfinished mixture serge for men's war ............................ 1
2281 Fine 58 fMnesied ml xtur serge fo r men's a n me n' wea2 .................. 1
204 3 82Fine unf ed mea ture sege or men's wear ............................... 1
2334 ..... do ...................................................................... 141

Fcr men's and women's wear--lA i-oolwefnge or we rtaus serp. se rfge.

CLASS Vi.

220S 5 Cosdlu melange serge fci men's and women's wr ........................ 10
246 58 Medium melange srge f( men's wear, exept style 25 .... ......... . 12

2461-25 5 Medium melgnerge for men's wear, style 25 only ......................... 12
-2553 Coarse mels nge sge for men's wear ......................................... 131

20 . Coarse full weight serge for men's w r ...................................... 102372 M Fine full weight serge kg¢ - Is wear, except pattern Ht ...................... |

23515 Fine full weight urge fo men's wear, pt. it only ........................
2485 58 Fine full weight serge for men's wear ........................................
2513 58 Fine suiting for men's wear ................................................. 13

-2515 ..... do ............................................................. .......
23 68 Fino full weight serge for men's we ar ...... ........................ 10
2517 FneSting 43 0en's wear ................................................. 16
2519 5 ..... do ....................................................................... 1-/Os

R"r(d July 2, I.Pl, fir rxen4 and wwfan's wear, 41-l/ piec-djed sege

CLAM3 YI.

23690 5 Coarse fuUl-weight striped serle for men's wear ........................... 10
243D 5 ..... do ................................................................... 131

81527-22-A v-----6
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Claiftl lit of typical w.7r#tedfark-ContinuOd.

SWidt. A Article. Weight

56
56
56
56
56~

AU-woo pfec-djed faac weare cAtr .

CLASS IX.

Fancy weave cheviot for men's wear ........................................

A ll-wool min lrtusr #vlir~.

C LAW" X.

Far.,y weave mixture suiting for boy' clothing ..............................
Fancy weave mixture for men's and women's wear ..........................
Fancy weave mixture for men's wear .................................
.. do............ .....................................
Mixture tropical suiting 1,: men's w-ar ...........................

For men's and women'a wea, aUllcoo? mdeanee or Vigee fanq veare.

CLASS Xi.

56 Herringbone melange for men's and women's wear ............
Herringbone melange for men's wear, exclusive styles ......... ........

56 Herringbone melange for men's wear, style 25 only ..........................

A 11-wool ceis *etge--U-oo hepkerd eleck.

CLASSICS XU AXD X11.

56 Fine shepherd check for men's wear .........................................

54
54
56
56
56
56

A il-4ool pirceded stilingsfor women's wear.

CLASS Xiv.

Fine Panama for women's wear ...........................................
Fine poplin (or women's wear ...........................................
Fine trteotina for women's wear .........................................Polret twill for women's wear ..............................................
Fine tricotlae for women's wear ..........................................
..... do....... . .......... ..................................

2W8
2465

2465-23

20,51

228
774
779
790

-766

24701
2293
2293
2311
2-220

2433

2434
2376
2157
2415

1 ..... do ............................................................. 
65 ..... do .......................................................................

ll

12

10
25-12

12

Ok
6
7

101
10J

Is

103

121/121
it
14
12
15

Rerised July 7, 1911, for ne's a nd women's wear, pgardinefor Tmen's cear.

CLASS XY.

56 Cot ton-flld gabardlne ......................................................
56 .do,.........................................................
56 ... do ............................................................
66 X4 Ixt ure warp cot ton-filhed gabardine ...................................
56 All-wool double and twist gabardine ......................................

W|orted a nd cotton (awii sufings.

CLASS XV1.

56 Worsted and cotton t wist fancy weave for raincoatings .......................

Cotton and wool serges.

CLASS XVII.

35 Cotton warpstorm serge for wof'en's wear ....................................
35 Cotton wr p fine serge for women's wear .....................................

Rerised July 0, 1&21, for men's and women's wear, cottons and wool serge*.

CLAS" XVII.

30 Plaited warp serge for men's wear ...........................................
30 Cotton warp sorgefor men's wear ............................................
... Cotton warp fineserge for men's wear ........................................

Cotton warp shephe rd checks.

CLASS XVIII.

35 Cotton warp shepherd check for women's wear .....................

-]I_

!
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Clastified list of typical uwostedfabrice--Continued.

u Width.] Article& Weight.

Cotton and wool f nq weote #erqr*.

CLASS$ X1.

208 30 Cotton warp fancy weaveserge for men's wee.... ..... .
2132 30 Plaited warp fancy weave serge for men's wear ............................. .

For min'e and women's tcee, cotton and cool auilingo.

CLASS ZX.

1530 35 0 .W. serge hairline stress for women's wear .............................. 41
151 35 C.W. granite for women swear ............................................. 7

Cotton warp cub mers.

669 34 Cotton wa
rp  

ox
f
o
rd c

e
hm ere f 

o
r rubberizing 

................................ 21
M9 37.-o....................................

659 36 ..... do .......................................................................

Msaelloneou.

CLASS XXHII

1528 37 Cotton warp corkscrew forshoecloth ......... ..............................

Senator WATSON. Give us some of those, sowe can have them in mind.
Commissioner MARVIN. This table shows that in this typical Ameri-

can worsted mill there are 23 classes of products. T-ere are, for
instance, storm serges, medium serges, fine serges, coarse serges for
men's and women's wear, medium serges for men's and women's
wear, various kinds and weights of serges, cheviots, all wo'ol mixed
serges, all wool piece-dyed serges with cotton stripes-in fact, pretty
nearly a full line of worsted fabrics.

This table shows the weight per yard of these fabrics of the dif-
ferent classifications. If an English serge, for instance, is imported
into this country and we tried to find a comparable American product,
naturally we would not compare it with a cheviot or broadcloth; we
would compare it with an American serge. It would fall naturally
into that "class 1" of serges.

If it is a serge of light weight for women's wear, for instance, made
in 4 ounces to the yard, it would be compared with an American serge
weighing 4 ounces to a yard.

There are tnerican serges ranging in weight from 4 ounces to a
yard up to 18 ounces to a yard; probably as large a variety of Ameri-
can-made serges as are made anywhere in the world. So when a
foreign serge comes in there is something of comparable quality to
which it can be compared. Practically the same remarks might be
made of every line of foreign worsteds or woolens.

If they are competitive, it means that something of the same nature
is made in this country and the ascertainment of the value of that
thing made in this county is not a difficult prcposit:on.

In the morning paper there was published a table similar to that
one which I have just commented upon. This table is the price list
of the American Woolen Co., giving the prices for its spring, 1922,
fabrics. It gives the weight per yard and the price of a of its
products. The suggest ionhas een made that if the change is made
to American valuation the importer of the foreign goods would not
know the amount of duty that would be- assessed on his goods at the
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time that they arrived in the United States, not, knowzjg what theprice of a comparable article in the United States would be.Gentlemen, here are the prices of the full line of spring, 1922, goodsmade by the American Woolen Co. Not only will the foreign exporterbe under no difficulty to find out the price at which goods comparablewith his sell in the United States at the time of exportation, but bythe publication of these prices, which is a trade custom, he mayknow some six months in advance what the price of comparableAmerican goods will be..Senator WTSON-. Has he any assurance that that price list willnot ho changed?commissioner MAfRiN,,. The prices may be changed; his prices maybe changed.
Senator S.MOOT. Do you want this to go into the record?Commission- r LWIVIN. I th iuk it might o into the record.(Tle clipping referred to is as follows:).

COrrON GRAY GOODS.
The following figures represent an idea of the price at which gray goods may beobtained. f i prices, in general, are higher, but the consensus of opinion is thatthese figures are as near the market as one can estimate. Contracts to-day are in.variably for near-by months. (July 25, 1921.)

Spring price, of goods made by American Woolen Co.for 1M.

Linear Prices in cents per linear yard.
yad SOI nu thorn'tSou other , ,atr Eastrpornd Ilan lpot and con- a con.pound. hans near by. tracts. pot. trats.

23 Inch, 56 by
4
4 .................. . . .. ........... 31 ..........27m h, 41 by V7.............. . . ...........27 1tch, W by 5' ................. . 41i " ' 3

27ith'61b '6) ................. I 900! ........] 3 r..... ... 41 :::::2:

27 inch 6jyGO.......................7.60 .. 'o --- *

311itnh 48 by 4. .... ...7 7.....................32ilch, 61b" W .................... ............. 5 ....31 ,ich. b ............... .. ....... 413S1nch 8 by 4................ . .1 . ....... i .. .......... "t) ,I if hub, by 4:................... .. 2 . . . .......... .3 f 40 b ........................ .. 9.00 ... I.39inehSby. "............. .7 .......... ..............3[lnch, ( by 102.................... . .......... ...S°";- . ..................... . ............

41[sh,O8by4.............*8:: ': .... 6.2...........511
3jinch 61bylO ....... :: ........... . ....... "... .......... 61....7.231; Inch 6 by 48 .................... 5.30 . ......... 61 .6-tlch by4 72................... 47 " .......... 8 8 1 .......... ..........38icht , 72 by o............. . 5 8 138-inch, 4M by 40).............. .... 0 11B'l)....iiSby, 8 .................... .0031 c by ....................... . . ......... .......... .... ........

36-Inch, 6by10 .................... 5.001 . . 1
3-inch, 48 by 40 ............ ... . 4.,50 .......... .... . . .
41nch, 48 by 48 ...................... .0 ......... ..........
36-ineb 41 by 40 ........ ...2.......... .... ...... ............ ..........

3?inch 4by40...................... 4.3.....0. 
..

3 y 4 .............. .. I 5.0 ......... 4 ..... ..........

36-1 nel : 0by 4 ...... ..... . 25 ..........! .. T I".. ...... ... ..........30-inei, 41 by 40.. . ............... i .5.......... 6. is.......... 1 .......... .:.........

40-Inch, 64 by 8 ............... ... 5 . . . 4 ....40-inch, 48 by 48 .. ... ...... ............. Koo4 Oy52....................... 0 ate. .... ... .........

0-nc 43by49 .......... ..... . 3.00~ .......... ^, ". . ..,........ ..........rih 64 y 6 . . . ....... .. ." ' ...... ..o 8 ...,.... o~.. .. .

" I rih, 48by 48 .................... . z FS l .......... 181[ .... ;..... .......... ..........:
I October. I Late. mTerms.
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SprinY prices of go, wid. by American Woolen Co. for 192--Continued.

Linear
yardsper.

pound.

Sheeting, (net prices unless otherwLs spec-ified-Xontinued.
40-Inch, 45 by 43 ....................... 2.1040-f nch, 4-4 by 44 ....................... 5, &046-inc, b44 by 44 .......................1  5.0

Pajamachecks:
3 Inchh, 72 by 30 ...................... 4.70
39-inch, 64 by 60 ...................... 5.2

l9-ch 6b twills:
39-inch, 64 by 60 .................... .4&10
39-inch, 64 by 72 ..................... 4.80
39inc1 68 by 78 ....................... 4.0
3-Inch 68 by 76 ................... 4.5
39-inch 68 by 76 .....s ............. 4.0337.inch; 96 by 60 ....................... 4.50

Pocketin twillis:
314inch, 64 by 100 ...................... 4.2
31Inch, 64 byTO ....................... 4.00
31-inch, 6Sby) ....................... 4.20
3nch, 68 by ..................... 3.85

Osnaburgs:
30-inch, 7-ounce, P. NY .........................
4-inch, 7-ounce, P. W .........................

Drills:
37.inch ............................... 95
37-inch ................................ 3.60
37-inch ................................ 3.25
37-Inch .......................... 3.00
37-Inch ........................... 2.75
37-Inch .......... ............. 2.35
3-0-inch ........................... 4.20
31-Inch ........................... 4.75
20inch ............................... 4.00
30-inch ............................... 3.25
39-inch .......................... .& 25
30-inch. ......................... 3.00
30-Inch............................. 2.83
30-Inch ............................ ' 2.50
30inch,T6bySS8...................... 2.50

Organdes:
39-inch, 68 by 53 ....................... 11.00
49-Inch, 76 by55 ..................... .. 1.00
40-Inch, 72 by 64 ...................... 13.00

Pongees:
31-Inch, 72 by 100 ..................... 7. 00
31-1nch, 64 by 72 ....................... 6.40

volles:
40-inch, 60 by 50, extra hard twist ..............
40-inch, 60 by 5S, ordinary hard tst ..........
40-Inch, 60 by 52, slack twist ........... .........

Combed lawns:
40-Inch, 84by80 ............. ..... 10.50
40-inch, 72 by 6 .................... 9.50

I|nch, 80 by 80 ................... .9.00
40-Inc, 76by72............. 9.00
40-inch, 88 by 80. ........... 8. 50
40-inch, 96 by 92 ....................... 7.50
40-Inch,9 6by 100 ...................... 7.00

3Inc, 88 by 8)...............' 1.
C ne h Ins 76 by 72 ..................... 12.60Carded lawns:
35-tnch, 72 by 60 ....................... 10.00
40-Inch, 72 by 60 ....................... 9. 00
40-Inch, S0 by 72 ....................... 7.70
40-inch, 83 by 0 ....................... 6.00
40inch, 72 by 63 ........................ 6.00
49-inch, S0 by 7t ....................... 6.00

Poplins, 37-incb, 100 by 44 .............. :& 9" 00
Sateens: l _ _3 n b, 64 by 72 ..................... 5.25

'tnch, 64 by 80 ..................... 4.90
37 Inch, 64 by 88 ..................... 4.70
9- nch, 64 by 104 .................... .Lw
39-inch, 64 by 112 .................... .0039-1inch, 72 by 120 ..................... I 3. 50
43-inch, 64 by 104 ..................... 3. 5
43-nch, 64 by 112 ..................... 'p3.65
41-inchf T by 120 ..................... 3.35
41-Inch, 96 by 56 ..................... 4.00
4inch, by 132 ................... 3. 35
42-Inch, S4 by 124 ............... 3.35

Pricts In cents per near yard.

second Souithern .Sothnn Eastern EaFistern
hds spot an i n- sot. cons, near by. I tracts. 52 ctrocts.

....i .... ..

.......... s -s .......... ;..........
*.. .ooooo 71 .......... oo........... o..o. .

,..........

..I ..... "

...... ,'..

I Terms. 5 Terms asked. Depending upon count
4 Net. 6 'Net asked. 'Asked.

8)

73

.o..o......

o 9o~oo

7| ..........

........ .. . . . .

. ...... 10
10..... 90

1 .......... ........ ........

8............

................ .... . . . O
481 ..........::::::.,.....................i~
S9 ..................
7 .6 ....... .......... i..........

17 t817 ...... .......... i ........
'6 i... .... .r.......... ..........

Fo F... .. 4.............. ..........

..... .... ... . .......... . .. . .

.............. 111-12 12

........ .... 12...

.1 ..........

........... .. .. . 8 ... .. .I -12

................ 11 21 11 -12

...... i3..131 .......... 12--131
i..........121-13 122292

13 -14 13t-141
. . . 13 161 15-16

S~1-17 j16 -17
S101-11 it1................. , 91 91

.'.....2....... .
............. . ..*...... lot 1 r 1

.......... ....... 12 ..........
oi,. i ...... ..

,....o... .... ...... ,......

.......... .......... n ................... ... ....... 9 .o .. : .......

........ ... L I....... l : .... ..

........... .......... llT :ll I ...................... 13

.: 2... ....... . -i t 1 2 : -: :

.......... '...........F 12}-13 4. ..........

........... .. . . .f 1 - i ..........

..... o. .... .. 7.... .. :.... :. . ........... i .......... ..........
I: Deefnding upon the maka

ifTwul.

121
,oo...o....

..........

..........

..........

..........

..........

..........
11*14
..........
..........
..........
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..........
..........
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American Ilbolen Co., department 1, dirition A, comparison of prices.

[From Daily News-Recod, July 26, 1921.1

Prices per linear yard.

W&shinton standard days:
317 1 -ounce .............
317 12-ounce .............
33 14-ounce .............
200 16-otmce .............
612-3 12-oune ...........

Washington serges:
209-2 ....................
11--2 9-unce .........

12-10 12-ounce ..........
814-33 ...................
212 .....................
C1O lI-ounce .............
3 12-ounce ............
91 9)-oince .........

3W. 0...............
Washington cheviot:

312-32 12-ounce ...........
Wool srges:

"1-9 ...................
971M- ...................
9gil-8 ...................
9Ill-I ...................
9 12-I ...................

9709-1 ....................980 .............. o.
916, 13-oince ...........
91k7, 13-ounce ...........
9179, 1 I-ounce ...........
9113, 14-ounce ..........
916s, 13-ounce.
940, 13-ounce ........
9623,16-ounce ............
9118-010, 1S.outnce .......
9629,13-ounce ............
9647, 14-ounce ............
9179, 14-ounce ............9640, 16-ounce.9610 .................
961...............

Wool unfinished worsteds:
9813-7, 13-ounce..
814-33, 14-ounce.......
961 I-1 ...................

Fulton surges:
1210 ......................
3190 ......................
3192 .......................
3S44, 16-ounce ............407', 16-otnce ............4577, 9.moence.

,504t 15-onee.......
3761, 13-once.
3194 ......................

0 ................
4078 ......................
6b1.......................
454...................
364.....................
C40 .....................

Ayer Mill 5erges:
IliO-4, 10-ou e .........
690 -41.............
690.........,°.......
693, 13-ounce .............64',1-ounce ...........

French backs:
s16-69 ...................

9116-Mi, 16-ounce ........

a New.

I.

I.

I.

I.

Spring j prn~ ping Spring Smi rigring S p ring Spring1922. 921 91 9. f9l8. .1914 913.

8........ $ #2.65 81.55 1 30 SLS 1.15 1.2
S3.47) 2.0 1.65 1:371 1.211 1.22i 1.32112.50 4.021 3.'12 1.80 1.5o 1 1.32 1.32g 1.421
2.S 4.62 3.65 2.00 1.671 1.471 .42 1.55

S2.721 2.35 1.5211 .27F 1.10 1.07j 1.15

. . 1.65 1.55 1.07) . ................. ........
I .67j 1.60 1.12k 93 , 721 .......
13.20 2.421 1.47 1.20 1.07 1.00 1.26.. ... &871 2.97t 1.771 1.t .2 1 1.40

4.10 320 1.90 1.52) 1.371 1.321 1.471
421 3.62 2.90 I.67)j 1.32) 1.17 ......... .........

2.05 ....... 1 !... . . .... . .
2.05 2 . . . 3. ....
1.77) .... ... ......... .........
1.98................................................

1.15.. .. . ....... '.. . .... .,.. .. o

& 2 2.62) 1.53 1.23 1.10 1.071 1.20
L :::: 30 1.92: 1.42) 1.40 1.30 1. 42)

.. .45 1.92 1.: 1.42 .45
.... .. &75 2.97) 1.:2 1.42 1. 7 1 "
3....9.93 3.15 1... . 2 I. 1.37 1. 3 .........

....... .571 2.15 1.32 11 92 :201 &07I 2.35 1.37 1.121 1.00D

2.5.0~ o.......

3724 ....... .........

2.5 .. I..1 .20 1.07)... .! . .........2.50.......................... .... ...............
2.55 .I....

2.45.4.. .
2.753 . .. . .... .. .. ... .
2.522 .......................... ......... .........
&.10 ................ ......... ......... ......... ........
3.272 ....... 1*............ ......... ......... ......... .........
2.35 ......... ..

.4.10 3.20 1.90 1.52) 1.037 1.32 t 1.47
2.10 2.73 2.47) 1.50 1.25 1.07 1. 05 . .

4.... 4 &.30 1.87) 1.1 1.o42) .32 1.50
3.... & 2.5 1.55 L27 1.15 1.07 1.?2

2.421 3.67) jZ92) 1.67) 1.32) 1.20 1.12~ 1.30
337 4.97 4.05 2.30 1.87 1.65 1.62 1.80

.... 4.5,7) 3.87) 2.17) 1.77) 1.60 1.52f 1.72)
.... 10 2.50 1.10 1.021 1.20

2.7712.00 j 172) 1.352 1.43 1.621
. .4 3.52 1 2.05 1.70 1.55 1.50 1.67

2.85 4.23 j3X57) 2.00 11.6-2) 1.43 1 :.37) 1.37)
3.10 . ........ ......... .. . .. .. .. .. .........

& 3 .........,.......I. .. 2 ......... ......... ................. ::: :::2 ...70 ......... .
3.12 . 7.. p " ........ ..

& . ... . ..... ... ...... ......... ..... .
2.4. .. .... ... ... .. ...... . . .. .. : ............. ........ ... &2712.60 1.50 1.20 1.1 1 I7 1.20

2.75 4L.22) 3.50 1: 97): 1.60 1... . 07)....
3.77.. ..... ......... ....... "

2.6 ... ... ... ... .. .. . ." .. . ' "". .... ......"

2 . o... .. ..... ... ... ......... ..........

4.50 .............................
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Senator WATSON. IS the American Woolen Co. in the habit of
publishing prices this far in advance?

Commissioner MARVIN. Yes, sir; they publish regularly their
spring, their fall, and their winter prices, I think-possibly four
times a year-spring, summer, fall, and winter.

Senator WATSON. Do you know whether or not they adhere to
these prices I

Commissioner MARVIN. Unless there is some change in business
conditions that compels a price change, these prices-Told.

Senator GERRY. It is not true of other commodities, is it?
Commissioner MARVIN. It is, I think, quite true of cotton goods.
On the reverse side of that newspaper clipping is a table of cotton

yarns and cotton sheetings, giving the size and width, etc., and the
prices.

Senator GERRY. That only applies to certain commodities?
Commissioner MARVIN. It applies to quite a large variety of

commodities.
Senator GERRY. And quite a large variety of commodities it

does not apply to; is that not true?
Commissioner MARVIN. Well, there are commodities that are

made in comparatively small quantities and by small concerns,
perhaps, to which it would not apply.

Senator WATSON. Take the steel industry: Is there a publication
of prices by the steel people?

Commissioner MARVIN. I am not informed about it, but I think
it is true; I think the prices are published.

Senator LA FOLLETTE. I suppose this might be called "open-
price fixing?" "

Senator WATSON. Yes.
CommissionerMARVIN. If every one made. those same prices,

there might be something in that. But I think a good many con-
cerns wilt find it difficult to meet those prices.

Senator WATSON. When the American Woolen Co. opens their
line of goods, nearly every other woolen company does the same
thing, eight months ahead of being made, and there is not a buyer
in the United States one week after the prices are published but what
knows just exactly what the price is.

Commissioner MA RVIN. The real nub of this question seems to be
in the possibility of ascertaining the prices of comparable American
goods.

Senator S.MOOT. I notice in this list here it not only gives the open-
ing price in the spring of 1922 on clay worsteds, but it gives prices
all the way from 1908 up to 1922 on the same piece of goods ?

Commissioner MARVIN. Yes. It slows a decline in the 1922
prices from the 1920 and the 1921 prices, for instance.

Senator SsiooT. Taker 14-ounce clay worsted in the spring of 1921,
$4.02J a yard; this year they openedat $2.50; that is, the spring of
1921 was $4.021, and for the spring of 1922 the samples made, not
the goods, $2.50.

Senator MCCUMBER. And how far back does that go, giving the
prices?

Senator S.booT. It goes back to 1908.
Senator McCUSIeER. What was the price in 1908?
Senator SsiooT. $1.42j.
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Commissioner MARViN. Mr. Chairman, I was saying that it appears
to me that the nub of this proposition is the ability to ascertain
American prices, the facility with which comparable articles of
American manufacture can be ascertained, so far as prices are con-
cerned.

I have here a volume published by the War Industries Board which
contains for, I think, 50 commodities the range of prices not only
for the United States but for many other countries. The volume is
called "International Price Comparisons." In other words, the War
Industries Board was able to ascertain prices in the United States of
50 chosen commodities without serious difficulty.

Senator McCuMnER. Have you a table from that volume which
you wish inserted?

Commissioner MARVIN. No, sir; I only make use of the volume as
an illustration of the fact that American prices can be ascertained if
the bureau or body upon which that duty devolves sets itself about
the task.

You are all familiar with the United States Department of Labor.
Here is a volume giving wholesale prices in the united States of a
large variety of commodities from 1890 to 1919. As I understand
it, the Bureau of Labor Statistics of the Department of Labor keeps
these prices up to date, and probably prices within a month can be
ascertained by commwiicating with them, and in some instances the
price is right up to date.

In the census of dyes and coal-tar chemicals, published by the
Tariff Commission, is given the prices of American crudes, interme-
diates, and dyes. In some of our cher publications the prices of
cotton yarn and cotton cloth have leen given, and I submit, gentle-
men, if bureaus of this character ca .1 ascertain Americsn prices, that
the Government is not laying upor the Customs Service, the Board
of Appraisers, or the board of examiners any undue burden if we ask
them to endeavor to ascertain the value of American articles com-
parable to those imported.

Everything that enters into trade and commerce has a value or it
could find no place in trade or commerce. We enter a store. Our
purchase of an article in that store depends upon our idea of the value
placed upon it. It has been suggested that American manufac-
turers might raise their prices to an exorbitant degree in order that
the duty upon the imported article might. be higher. There are
several things that would interfere with a process of that kind, and
one of them is the fact the American people would refuse to pay the
prices, if they got beyond a reasonable limit. There would be, as we
have witnessed recently, a buyer's strike.

Another thing that would prevent an inordinate increase of prices
would be the competition of American producers. They would see
their opportunity to get the business, and they would get it.

Another reason why a process of that kind could not be carried on
is the fact of foreign competition. If you take a foreign article that
is valued at 75 cents, an American article that is valued at $1, the
duty on the American value being 25 per cent, that foreign article
valued at 75 cents, on payment of 25 per cent duty on the American
valuation, would land in this country at $1.

But, say, to compel the foreigner to pay higher duties the American
should raise his price from $1 to $2. The duty remains the same,
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25 per cent. Twenty-five per cent of the American inflated price of
82 would be 50 cents. You buy the article abroad at 75 cents just
the same; you pay instead of 25 per cent duty on the $1 value, the
same rate on the inflated value, and the foreign article lands hero at
$1.25, underselling the American inflated article by 75 cents, making
it impossible for any such procedure to prove successful.

Personally, I have given some study to this proposed change, and
if I may speak merely personally in regard to it, I should like to be
recorded as strongly in favor of the American valuation system. I
think that the condition of world business makes it absolutely neces-
sary that this change should be incorporated in the law, not merely for
protective purposes but also for revenue purposes; and that this
proposed change is just as desirable in a revenue tariff as it is in a
protective tariff, for the object of a revenue tariff is to obtain by
customs duties ttle entire amount of revenue which those duties,
based upon the proper valuation, will produce.

I was talking soriiime ago with a gentleman from New Hamp-
shire in regard to thi suggestion, and he said that lie had recently an
experience that illu.Arated the value of the change. He had re-
ceived from a manufacturer, a maker of women's suits, a price on
Irish tweeds. That was to be £10. He ordered one of those suits,
received the bill for £10, and inclosed with it was a duplicate marked
"For custom& purposes only," in which the bill was made out for £8.

If in a Rniall transaction like that an inducement to undervalue the
import is yielded to, it is not difficult to realize how much under-
valuation there is when the invoice may involve thousands of dollars.
I have seen many letters from foreign manufacturers saying "Our
price will he so and so, but for customs purposes we will send to you
a duplicate invoice giving the foreign price at a much reduced figure."

There is unquestionably considerable undervaluation. Duties
based upon foreign values, with our opportunity for actually arriving
at the real foreign value being so meager, will never produce the full
amount of duty that the rates are supposed to produce.

By a change to American valuation there will be eliminated this
undervaluation, and even under a revenue law, as well as under a
protective law, the rates will produce the full amount of revenue
intended.

But so many of the reasons for American valuation have already
been put in the record that I will not add to them, and will clcse my
testimony unless there are some questions to be asked.

Senator MCCUSMBER. Are there any questions that any Senator
desires to ask?

(No response.)
The committee is very much obliged to you, Mr. Marvin.
The next on our list is Mr. George C. Davis, special agent from New

York.
"STATEMENT OF GEORGE C. DAVIS, SPECIAL AGENT IN CHARGE,

PORT OF NEW YORK.

Senator WATSON. How long have you been a customs official, Mr.
Davis?

Mr. DAVIS. I came into the service as a boy in 1890.
Senator WATSON. And have been with it continuously sinceI
Mr. DAvis. Continuously.
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Senator WATSON. And what do you do there?
Mr. DAVIS. I started as an opener and packer, became a clerk,

examiner, chief examiner, acting appraiser, special agent. I am
special agent now in charge of the special agency district of New
York, including Comparative Value Report Bureau.

Before touching on the matters that I would like to speak of in
connection with the proposed valuation plan, I want to refer to Mr.
Marvin's reference to the number of ad valorem rates. He counts a
comparatively few number of ad valorem rates through the bill.
I have not compared the number of ad valorem rates in this'bill with the
Payne-Aldrich bill, but I do not think there are many more articles
on the free list in this bill than there were in that bill, nor a great
many more specific rates. The comparatively few number of ad va-
lorem rates, referred to by Mr. Marvin, however, manages to keep 80
examiners going all the time in Now York.

He refers to some of the schedules and gives a small number of
ad valorem rates. One ad valorem rate may cover thousands of
different articles; for instance, the ad valorem rate on lace. On
Calais laces alone, the examiner in New York is keeping track of the
market value of 500,000 numbers. One rate on chinaware would
cover hundreds of decorations, hundreds of shapes and sizes of china
articles.

The catch-all rates on manufactures of metal will cover thousands
of manufactured articles and also the catch-all rate on manufactures
of wood. I do not think that merely counting the number of rates
is any fair test as to the difficulties that might be encountered in
arriving at the American valuation of the articles dutiable at ad
valorem rates.

Senator SM0ooT. That same thing has happened in every tariff
bill, however. There is no change whatever in the American valua-
tion from that of the foreign as to the division of laces or any other
items that may be in the bill.

Mr. DAvis. But 24 rates in one schedule does not mean that there
is very little work connected with it.

Senator*S3looT. Of course, the work will be the same as it has
been in the past.

Mr. DAVIs. The phases of this valuation plan that I wish to touch
upon, are, first, the difficulties of administration and, second, the
great difficulties in adjusting the rates to meet the new plan.The value paragraph, section 402, Title IV, appears to provide for
two methods of appraisement---the first part of the paragraph, the
value of the domestic article applied to the imp orted article, when
comparable and competitive; the last part of the paragraph, when
no domestic value can be ascertained to the satisfaction of the
appraising officer, the value of the imported merchandise for sale-
going on to explain in many ways how to reach such a value.

In regard to the first method, I think it presents very serious ad-
ministrative difficulties and requires a careful study of rates to adjust
them to the higher valuation basis. The application of this method
would require an immediate and exhaustive search throughout the
markets of the United States for comparable and competitive domes-
tic articles before the second method could be legally resorted to at all.
And before we could determine what "comparable" and "competi-
tive" meant, we would have to probably get judicial decisions,
which would take a long time.

WEI
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Let us face the situation just as it is. The law goes into effect on
a certain day; the examiners or the appraising officers will be totally
unprepared to meet this situation. I believe one gentleman stated
that the appraisers in New York were now studying the proposition
and drawing up regulations to put it into effect. I do not think this
is true, because they are too busy doing their daily work, and from
talks with the various examiners I do not think they have gone
into it at all.

Tie first day the law is passed, they will be faced with finding the
value of the domestic merchandise in the United States; as Mr. Mc-
Nabb stated, the law provides that the importer can come down to
the appraisers' stores with his invoice and samples of his merchan-
dise.

Well, all of the importers of New York City that have invoices for
merchandise dutiable at ad valorem rates will swarm down on the
customhouse the first day; the samples will be given to tlo examiners;
they will want to know what values the appraiser is going to put on
those articles. The appraisers could not tell them to save their lives.
The best they could do would be to keep those samples and tell the
importers to come back later, and it would probably be an interim of
several weeks or a month before they could possible reach or find the
comparable domestic merchandise in the United States, make the
comparisons, and get the values. Further, the importers could not
furnish samples to any appreciable extent.

Senator SM1OOT. You do not mean to say the examiners will not do
one thing until the 'morning after this bill passes in establishing
American valuation?

Mr. DAvIs. On the day before, Senator, they will be engaged every
hour of the day endeavoring to clean up the day's business of the
previous act..

Senator S31oT. There will be, certainly, a collection of samples,
and there will be, certainly, a collection of information.

Mr. DAVIS. I doubt it. If the Treasury Department would corn- -
inand them now to (to it, they might do it. But they are not doing it.

Senator S.MoOT. We will have some information from the Treasury
before ever this bill is passed showing the difference between the im-
position of these duties under the American valuation and the foreign
valuation, or this bill will not be passed.

Mr. DAvis. That may be true.
Senator S.0OT. Then we will have that-much information, anyhow.
Senator WtATSON. Is there any way they can be directed to make

preparations?
M0r. DAVIs. We have had, during the past three or four weeks,

examiners find for us as many American domestic articles com-
pared for valuation purposes with the imported articles as they were
able. We have only succeeded in getting in that time from them
aLout 50 illustrations. • I have them all tabulated here.

Senator MCCU.MDER. Mr. Davis, is it impossible for the Treasury
Department to just take the list of articles that are in this tariff bill
and begin now, through their collectors and officials, to ascertain the
present priqo, orwhat those things are selling for in the United States
to-day ?

Mr. DA VIS. That would involve thousands and thousands of articles
Senator.
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Senator MoCUMBER. It would take time.
Senator GERRY. And it would take a great deal of extra help.
Mr. DAvIs. It would take a great deal of extra help. The examiners

could not do this while they are doing their daily work.
Senator GERRY. Is not the time of the examiners occupied now?
Mr. DAVIS. The time of the examiners is fully occupied now,

Senator.
Senator GERRY. And this additional work would require extra time

or other examiners?
Mr. DAVIS. It certainly would.
Senator SlkooT. I was told by the Treasury Department that they

had 80 men collecting this very information to submit here to this
committee that I have referred to.

Mr. DAVIS. I have the information right here on one phase of the
subject. There is another phase of the subject. They are taking the
new specific rates in the bill where the former rates were ad valorem
and they are making a comparison. This will take them several
weeks. They have not that information yet.

But let us suppose that the examiners can, within a few days, get
the values of these samples, these thousands of samples. They will
have to retain these samples and take a record of values which will
mean making invoices of the ad valorem importations that came into
New York for that day. When the merchandise arrives and comes
before them for examination, they will have to take all of -these
thousands of samples and check them against the goods in the cases
to see if the goods really have arrived, and check them against all of
those recorded American prices if they are successful in finding them.

Take the other ports. They will be absolutely at sea. They can
not take the American selling price of the importers in their town,
because the American selling price of the imported article, if they
jump to the second method of appraisement, will probably be taken
from tho selling prices of the foreign agents in New York, which will
mean that the New York examiners in addition to all the work that
they have already, will have to tell appraising officers all over the
country what values to use, involving again thousands of samples.

Senator SMooT. Providing they all come in on that particular day.
Mr. DAVIS. The merchandise will come in.
Senator SMOOT. That is not every kind of article.
Mr. DAVIS. In one day in Now York you will get articles from

practically almost every large line of merchandise.
Senator SMOOT. Your position is that this .never can be changed?
Mr. DAVIs. No; that is not my position; but if it is going to take

two or three weeks or a month to get this information, you will have
the merchandise fied up tighter than a drum.

Senator SMooT. You wijl have three months before ever this bill is
in operation from to-day.

Senator GERRY. Do you think you can got this information in three
months?

Mr. DAVIS. For practical purposes of appraisement I do not think
we can.

Senator WATSON. Even with a greater force? Suppose you could
select the men you wanted and the number of men you wanted; could
you not then do it?

q* I
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Mr. DAVIS. We could undoubtedly gather a great deal of very
valuable information.

Senator WATSON. Then it is not because of the insuperable diffi-
culty per so, but because of the lack of the force to do it and the time
in which to do it?

Mr. DAVIS. That is true; but the other great difficulty would be
establishing this comparability.

Senator WATSON. That you never can do until the goods begin to
come in. Of course you can not make the comparison off-hand, but
you can be prepared to do that.

Senator LA FOLLET-re. That will necessarily be a pretty slow
process, will it not?

Mr. DAVIS. It will be a pretty slow process.
Senator WATSON. It is bound to be for a while.
Mr. DAvis. Mr. Marvin referred to some price list. The chances

are that it took some time to gather that information, perhaps months.
Senator'SfooT. If you have reference to the wool price list that

hio put in the record, everybody had that after the American Woolen
Co. opened their samples.

Mr. DAVIS. Very likely price lists of that kind are published, but I
do not think a serge weighing 4 ounces is necessarily going to be com-
parable to an English serge weighing 4 ounces.

Senator SAMOT. It would if it was a clay serge.
Mr. DAVIS. They have got to determine all that.
Senator S3MOT. That is in the list. They have got to determine

exactly what kind of worsted it is.
Mr. DAvis. They have got to determine the kind of wool that isin it.
Senator 8OOT. That is determined by the name of the worsted.
Senator LA FOLLETTE. And they have got to determine it by a

comparison, piece by piece?
Ar. DAVIS. They'have got to determine it by a comparison, piece

by piece, with imported woolens to see if the finish is the same.
Senator SMoOT. I hope you will not have any more trouble with

other goods than you have with worsted or woolen goods, because
there is no doubt that that can be done.

Mr. D.kvis. I think the trouble in the woolen line would be less
than it would be on a great many other lines.

Senator GERRY. That requires a trained examiner, does it not?
Mr. DAVIs. Yes, sir.
Senator GERRY. And then if you try to expedite matters by in-

creasing your force you would have to put a lot of green men on?
Mr. DAVIS. And they would he worthless.
Senator GERRY. So you really would not be able to save a great

deal of time even by increasing your force?
Mr. DAvis. Probably not, but we could save a certain amount.

-Among our clerks we could find men sufficiently trained to be of a
great deal of assistance to us.

Senator GERRY. But it would be a long.process?
Mr. DAVIS. It would be a long process, in my opinion.
Senator GERRY. Which woulf mean a block?
Mr. D.-,wis. I think it would.
The next question that arises is that appraisement is to-day, and

always has been, based upon a 10 per cent examination of the
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merchandise, on the assumption that if 10 per cent of the merchandise
is properly described upon the invoices, if the facts stated upon the
invoices are true and the values are correct it is a fair assumption
that the other 90 per cent is also correct. That has been the basis
of our appraisement ever since we have had ad valorem duties.

Under this plan it will be necessary, at least, in the beginning,
probably for months to come, for the appraiser to see most of the
merchandise.

The NewYork appraisement stores will only hold about 8 per cent of
one day's importations-no more. That pretty well crowds the build-
ing. If the examiners have got to view the other 90 or 92 per cent-

Senator SM3ooT. Why have they got to do itI Are they going to
be more dishonest after this bill goes into effect than they are to-dayI

Mr. DAVIS. Your invoice is worthless, Senator. The invoice states
the price paid for the foreign article. It does not state the American
price.

Senator S.NooT. No; we agree to that, but the goods are invoiced,
and if they are invoiced they are the same as they are to-day.

Mr. DAVIS. But in order to got at the value of the merchandise in
the case that does not come in, the appraiser will have to get the case
and open it to get a sample of the goods.

Senator SMOOT. He does to-day.
Mr. DAvis. No; only the 10 per cent.
Senator SMiOOT. Then why does not the 10 per cent answer in this

case?
Mr. DAVIS. Because you have an invoice which shows prices paid,

and the price paid for an article in the absence of anything else is
conclusive as to its value, particularly if the prices of the merchandise
before you are correct.

Senator McCUMBER. Do you not also have the invoice of what the
article is?

Mr. I'AVIS. The article is described; yes.
Senat!,r MCCUMmER. And if you find that 10 per cent is a fair esti-

mate of accuracy, would it not apply just as much in determining
whether the article were of the kind described as it would as to the
value?

Mr. DAvis. The articles in the other cases are different kinds of
articles.

Senator MCCUMBER. But they are described.
Mr. DAvis. They are described; yes, but not sufficiently to appraise

without seeing them; and as every one of the appraisements will be
litigated, probably, to begin with, the appraiser will have to have a
sample of every quality and every kind of merchandise.

Senator S.3oo. Do'you mean to tell me that if an invoice comes
in just now of 20 different kinds of goods you would take one-tenth
of it and just examine two kinds of these koods to find out whether
the values are right or not?

Mr. l)iis. Practically, yes; with a record check against the other
items.

Senator SMorT. Then you entirely rely upon the honesty of the
foreign exporter?

Mr. DAVIs. That has been the system. If you want another
system you will have to have a standing army to do the work.
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Senator SMOOT. I would just as soon use the same system. I do
not think our manufacturers are any more dishonest than the foreign
manufacturers are, and I will take their word just as quickly as I
would that of a foreigner.

Mr. DAvis. That ma, be true; but you will find that 99 per cent
of prices paid for foreign merchandise is either foreign market value
or more.

Senator SMOOT. Then will you have any more trouble under this
valuation at all? I can not see that there is a particle of difference
in it.

Mr. DAvis. But we will not have an invoice, Senator. All we do
now is to check the values to see if they are correct.

Senator LA FOLLETTE. And you are driven to take samples.
Mr. DAVIS. Under this plan we will have to make invoices; we

will have to put down the values of all articles, and at first undoubt-
edly take samples of all.

Senator SMOOT. You will have an invoice as to the foreign price,
just the same as you have got it now. But upon that invoice you
have got to put an American valuation for duty purposes. You will
have the same invoice that you have now. The only thing that you
are required to do on that invoice that you do not do to-day is that
you have got to put an American valuation instead of a foreign
valuation on it.

Mr. DAVIS. And that is a tremendous task, setting down all of
those thousands and thousands of prices upon thousands and thou-
sands of invoices. All that can be done, Senator. I do not say it
can not be done. I am only showing you the difficulties that will
undoubtedly arise in attempting to do it.

Senator LA FOLLETTE. And you say it will take a standing army
to do it?

Mr. DAVIS. If you are going to look at practically all the merchan-
disc, it Lertainly would.

'The CIHAIRMAN. Mr. Davis, the great drawback about the present
system, as I understand it, is the lack of a sufficient force of appraisers
in 1-Europe, is it. nct, or of investigators, or whatever you call them?

Mr. DAVIS. That, in my opinion, is one of the principal difficulties
to-day

The CHAIRMAN. You have only some 7 or 8 or 10 now?
Air. DAVIS. Six.
The CHAiRMAN. And how many ought you to have?
Mr. DAvis. At least 15.
'The CHAIRMAN. If you had a large force of that -kind, say 25,

could you not operate quite effectively under the present system?
Mr. DAvis. I think that if we had a force of 25 we would get an

accurate mar:.,t value of practically all merchandise in the world
that hes a market value, without a doubt.
N The CHAIRMANz. And you would be operating under a system that
has been the subject of legal decisions for 50 years?

Mr. DAVIS. Yes, sir.
The C11AIRMAN. More or less.
Mr. DAVIS. Yes, sir.
The CHAIRMAN. So that there would be no new litigation to be

introduced.
,Mr. DAvis. No, sir.
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The CHitRuAN. I have nothing more to ask.
Mr. DAvis. There is another serious question of administration-
Senator SMOOT. Senator Penrose, we will be operating under a

system in which we can not put a penalty high enough to take care
of the difference in the exchange value of foreign moneys.

The CHAIRMAN. WhyI
Senator SMooT. Because you can not do it. Three hundred per

cent will not make the difference between the gold value to-day of a
mark and the purchasing value of a mark in labor and goods in
Germany.

Senator WATSON. If you did, the American people would mis-
understand it and not stand for it at all.

Senator LA FoLL'rE. If you did, they would understand it.
The CiAIRMAN. We do not want to give them something they will

not understand.
Senator SMOOT. You would give Austria and Poland and Germany

and that class of countries an advantage so that they would shut out
England and France and Belgium and Italy. They would have no
chance at all to import goods here, as long as Germany and Austria
and Poland could make the goods.

Senator IA FOLLE'rE. You would give those countries that have
been destroyed an opportunity to rehabilitate themselves and buy
some of our products.

Senator SMooT. Germany is in better condition than any country
in the world to-day.

Senator LA FOLLETTE. She is in a very fortunate position in one
respect, she is not maintaining a standing army or building a navy,
thereby placing an extra load upon her taxpayers.

The CImRMAN. I simply wanted to ask the witness what he could
do under the present system.

Mr. DAvis. I think the present system can be greatly improved,
but I do not think that this is a practical improvement.

Senator DILLINOHAM. Do you base your objection to the proposi-
tion in this bill upon the amount of work that it would make the
appraisers, or the difficulty? Sdt

Mr. DAVIS. The difficulty first, Senator. I do not say that it can
not be done, but I do know the preat difficulty which will face us in" the
beginning. I do know a week s delay or a two week's delay will tie
up the import commerce of the United States to a serious extent.

Senator SMOOT.- There will be a great deal of work in order to put
it into operation. Anybody that knows anything about the customs
service knows that; but I take it for granted that if it is decided by
this committee there will not be a day lost in the Treasury Depart-
ment in getting this information, so that by the time the bill is in
operation the greater part of that information necessary can be col-
lected. It certainly can be collected upon the ordinary lines of goods
that come into this country, the value of which everybody knows not
only in this country, but foreign countries, arid which perhaps
amount to 75 per cent of all the importations. I recognize the fact
that when novelties come in and articles that would be hard to find a
comparison for with goods made in this country it would take some
time, and perhaps give the importer some little trouble to get his
goods through the customs service in a proper way.

Senator MCCUMBER. Mr. Davis, if you, under the present system
should receive 20 boxes of serge goods, described with the number of
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ounces per yard of each kind, and you should open two boxes and
should find them correct, would you accept the other 18 as being
correct?

Mr. DAvis. Yes, Senator.
Senator MCCUMBER. And that is your system, examining 10 per

cent?
Mr. DAvIs. Yes, sir.
Senator McCUMBER. Then if you found them correct and relied

upon them as to the price, would not you also rely upon the contents
of the invoice of the other 18 boxes as to the character; and if you
could rely upon the character by an examination of 10 per cent, why
would it be difficult , then, to apply the American price simply to
those things as described?

Mr. DAVIS. If that was one line of merchandise, Senator, say 10
cases of wool goods, wool cloth of various qualities, undoubtedly the
description upon the invoice could be relied upon for the other 8
cases; and if the American prices were known for those various cloths,
those prices could be set down upon the invoices. For instance we
have invoices coming in, combination invoices, and there will be
almost everything under the sun in the cases-all kinds of mer-
chandise, china in one case, woodenware, perhaps, in another, toys
in another, cutlery in another for the large department stores. Te
examiners do check the values of the cases that do not come in with
'their records of foreign value. They do do that, and in A any,
many instances, where they are in doubt, they order in cases for
examination. I am speaking of the more or less miscellaneous ship-
ments. On straight lines of merchandise you can depend, as a rule,
upon the.invoice description for the balance that does not come in.

Senator MCCUMBER. -If you have the correct description even of
the miscellaneous goods in the other 18 cases and you could rely upon
that by a description of two cases, it would seem to me that you could
apply the American valuation with no more trouble now than you
ascertain whether the foreign valuation is correct.

Mr. DAvis. That question would be litigated, because the courts
have now held that you can not appraise merchandise that you do
not see.

Senator SMooT. But you are doing it.
Mr. DAvxs. No; if we do not disturb the values of the items not

viewed there is no contest. If we do, ho'rever, we must order in the
goods and view them.

Senator MCCUMBER. You simply approve the invoice character of
the goods-

Mr. DAvis. Under this plan we must set down entirely new values.
At the beginning of the law and for some time to come probably
every one of those values would be litigated. They would be at-
tacked by the importers, or, on the other hand, p erhaps by the
American manufacturers under the other feature of the bill. So. the
appraqers, to protect themselves, would have to have samples of the
merchandise.

There is another feature that is worthy of attention. We have
to-day over one hundred and thirty millions of dollars' Worth of
merchandise coming in through the mails, parcel post.

Senator DftNIGrIAe . Annually, you mean ?
Mr. DAvis. Yes, sir.

81527-22--v-7
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The CHAIR-AN. Through the mails I
Mr. DAVIS. Yes, sir, by parcel post-over a hundred and thirty

million dollars' worth of merchandise. It is becoming a very serious
question. Most of this merchandise is examined in the post offices.
The examiners that examine these parcel-post shipments have to
depend in a great measure upon the declarations of the values that
accompany the merchandise, and experience has shown us that those
declarations as a rule represent foreign market value or more, and
wherever the examiners suspect that the value is too low-and they
have a splendid sense of values-they get the importer of the parcel-
post package and get his private invoice to see what he has paid for
the merchandise. The private invoice would be worthless to the
appraiser under this system. The declaration would be worthless

Senator SMOOT. How does he arrive at the foreign value ? Is it
not by finding out the value of the goods that the Anerican store is
selling?

Mr. DAVIS. No, sir.
Senator SmooT. How does he get it?
Mr. DAvis. He has a system of records. He is constantly in

touch with the particular expert in the appraiser stores that examine
the particular line that comes in regularly. He has his records of the
foreign value, but that does not cover all the merchandise. For a
great percentage of it he trusts to his sense and the truth of the
declaration.

That is a serious situation.
.Senator SMoOT. Take fourth-class, third-class and second-class

postmasters. They know very little about the value of goods in aforeign country.
Mr. DAVIS. They do not do the appraising. We have our own

men to do the work.
The CHAI N. You have mentioned an importation of great

magnitude. I suppose the average value of these parcels is com-
paratively small, is it not F

Mr. DAvis. As compared with the freight shipments they are
comparatively small.

Te CHAmmALN. It must make the expense'of collecting the duty
verconsiderable, I should think.

M. DAVIS. The expense for parcel-post examinations is heavy.
The CnAmAN. Almost out of proportion to anything the Govern-

ment gets out of it, I would imagine.
Senator LA FoLuT=E. You stated the value at about a hundred

and thirty million dollars annually, did you not?
Mr. D~vis. Yes, sir.
The C, H AK. HoW would those parcels run in average value?
Mr. DAvis. I do not know.
The CHAIMuN. Take the average of the whole aggregation. Have

you any idea what it would average-5 or S1 or $10, or whatI
Mr. DJvis. Diamonds come in the mails.
Senator WATSON. How much revenue did you get from them last

year and what did it cost to collect it?
Mr. DAVIS. I have not the figures on that.
The CAmvMAN. You mean the shipments are of a commercial

character that are sent through the post?
Mr. DAvs. Yes, sir.
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The CmRMAN. I did not know whether they were what you might
call of a social character, that is, some article sent to -a friend.

Mr. DAviS. No, sir; I am not taking into account the tremendous
amount of ordinary-and registered mail that we also get. All of
that would have to be appraised on the American valuation plan,
too, but they are small shipments and comparatively of small value.

Another difficulty would be in passengers' baggage all over the
United States, amounting to many inillions of dollars, with thousands
of small shipments coming over our northern and southern borders.
That class of merchandise is not handled by experts. We could not
have enough experts in the country to stretch all along our northern
and southern borders.

Senator SMoOT. They take their word for the values?
Mr. DAvis. To a certain extent they do. Since we have established

the C. V. R. Bureau they are checked up. Before that there was
absolutely no check on that class of merchandise.

Domestic comparability I think is extremely difficult to define, but
if it were clearly define I think it is more difficult to practically
apply. To value one article from the'price of another, the articles
in my opinion, must be identical. If they vary in size, material
or structure the comparison ceases for value purposes, unless
elements of cost of production in widely dissiniar markets are
analyzed so that adjustments in value can be intelligently made.

Senator SmooT. How do you do it with foreign importations?
Mr. DAvIs. We do not have to compare them, sir.
Senator SMooT. You have to compare them in order to arrive at a

value I
Mr. DAvis. We do not have to compare them with something else.

We have to find out the facts, what they sold for in the open market.
Occasionally we do compare an imported article with a similar im-
ported article, imported by somebody else. It has got to be the same
thing. Appraising officers in general have neither the time nor the
ability for these comparisons, and if they did, probably each ap-
praisement would be litigated every step of the way.

Let me give you one example.
In one case the examiner had an imported Japanese doll. He tried

to find out if there was a doll made in the American market com-
parable and competitive. He found one. If you should lay the two
dolls side by side it would be difficult to tell one from the other. They
were both made of celluloid. They were both of the same size. They
both had the same style of hair and the same style of features. The
American made article sells for $32 a dozen. The imported article
sells for $22 a dozen. The chances are that the examiner would
apply $32 to the $22 article. A close inspection was made of the
article, with this result, that the American-made article weighed
nearly twice as much as the foreign made article. In other words.

'the celluloid in the foreign article was very, very thin, while the
celluloid in the American-made article was much thicker. That
looked like an ideal comparison. In finding comparable merchandise
you are going to run into that kind of thing all the time.

Senator SMoo'. You can take a piece of 12-ounce cloth and a piece-
of 14-ounce cloth and lay them upon this table, and I defy any man
living to tell how much difference there is between the two pieces of



96 TARIFF HEAR NGS.

cloth. You could not look at them and see the difference; you have
got to weigh them.

Mr. DAvis. Nor can you appraise 12-ounce cloth as against 14-
ounce cloth unless you take into consideration the finish and weight.

Senator SMOOT. It may be finished in exactly the same way. They
may have exactly the same cloth; they may have the same pick, the
same number of threads in the warp, but there will be that differ-
ence in the spinning of it. That is what makes the difference as
between the 12-ounce cloth and the 14-ounce cloth. You have got
to weigh it at the time.

Mr. 7DAVIs. But you could not appraise that doll on the value of
the imported article?

Senator SMOOT. Certainly.
Mr. DAVIS. Well, how could you do it?
Senator SMOOT. They are not comparable in that one is heavier

than the other, but-
Mr. DAvIs. You could not use the value of the American article

and apply it to the imported article.
Senator SMoOT. No.
Mr. DAVIS. Then your comparison ceases.
Senator SMOOT. If the weights were the same?
Mr. DAVIS. You would have to go to Japan to get the cost of the

doll.
Senator SMOoT. You could go to the manufacturer in America

and ask what a doll of that kind would cost, just the same as a cloth
manufacturer can tell you what is the difference between these
different pieces of cloth.

Mr. DAVIs. That might be done, but who has the time to do it?
Senator SMOOT. I do not know about the doll, but I know you can

get information in a few hours with reference to the cloth.
Mr. DAVIS. The gentleman who has the doll may have a thousand

other articles on the same day. Adjustments for differences will
take a long time.

Senator SMooT. Of course, it will take time. This can not be
done in 15 minutes. We all know that.

Mr. DAvIS. I am pointing out the administrative difficulties.
Senator SMOOT. What you say is true. It has to be met.
Me. DAvis. I think it is true.
The instances where you are going to find comparable articles

are going to be few, except as to some articles and raw materials.
As to raw materials that take the ad valorem duty, if we have such
a thing, or there is such material in the United States, I think that
can be readjiy located and a price readily set.

Senator WATSON. Did you appear before the Ways and Means
Committee of the House?

Mr. DAVIS. Not on this bill.
Senator WATsoN. You did not appear to answer questions on

this particular bill?
Mr. DAVIS. No, sir.
Senator WATSO.N. You were not oixamined on this question by

that committee?
Mr. DAVIS. No, sir.
Appraising at full domestic valuation requires a material reduction

in rates, based for many years past on foreign market values, to
escape making such rates prohibitory. Unless these rates are care-
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fully analyzed, they may become prohibitory. It is not seen how
this can be fairly done unldss American prices and fore ignprices are
known and compared and rates adjusted according to the differences
between them.

The appraiser at New York has furnished data, consisting of some
fifty articles of importation as closely comparable to domestic articles
as he could find, snowing the American selling prices of the imported
and domestic articles.

The first article is cotton embroidery from Switzerland. The
imported article sells for 9 cents; the American article for 8.5
cents per yard. The rate under the act of 1909 was 60 per cent;
under this act it is 60 per cent, and under the new bill it will be 37.5
per cent. The amount of duty that would have been collected under
the Payne-Aldrich act on the same valuation would have been 2.5
cents; at the same valuation under the 1913 act it would have been
2.5 cents, and under the new bill carrying 37.5 per cent, at the
domestic price the duty would be 3.1 cents. Consequently, the rate,
which has been reduced from 60 per cent to 37.5 per cent, is not a
reduction but an increase of 24 per cent.

Senator SMOOT. 'That may be true.
Air. DAVIS. In going through this list, I find these irregularities

and inequalities that come about through an attempt to set up rates
under this mathematical formula which has been given.

Senator SMOOT. Will you give me those figures againI
Mr. DAVIS. Nine cents a yard was the Switzerland price.
Senator SMOOT., The American price was what?
Mr. DAVis. Eight and five-tenths cents per yard.
Senator SMOOT. And what is the rate under this bill?
Air. DAVIs. Thirty-seven and five-tenths per cent. The rate under

the old bill was 60 per cent.
Senator SMOOT. Then you say that under the Payne-Aldrich bill

it was whatI
Mr. DAVIS. Sixty per cent.
Senator SMOOT. Yes; I know that it was 60 per cent, but I mean

the amount of money?
Mr. DAVIS. Two and one-half cents a yard.
Senator SMOOT. The Underwood bill was 60 per cent?
Mr. DAVIS. Sixty per cent, bringing the same amount-2.5 cents.
Senator SMiOOT. On the Swiss valuation of 9 cents, how do you

make 2.5 cents ? It is really 5.4 cents.
Mr. DAvis. Oh, this is the selling price of the American article in

the United States.' The 60 per cent was taken on the foreign value.
Senator WATSON. -Just explain what you mean.
Mr. DAVIS. The amount of duty was 2.5 cents per yard. The 60

per cent was 60 per cent of the foreign value of the article at that
time.

Senator SMOOT. If it were 2.5 per cent on that, it would be less
than 4 cents a yard.

Mr. DAVIS. You take the-
Senator SMooT. On the foreign value. That would be 2.40; 60

per cent of 4 cents is 2.40.
Mr. DAVIS. Yes.
Senator SMOOT. So it would be 4 cents a yard.
Mr. DAVIS. A little over.
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Senator SMOOT. Did that sell for 9 cents I
Mr. DAvIs. Nine cents.
Senator SMOOT. There is no profit.
Mr. DAVIS. Duty, freight, insurance, importers' overhead, and a

fair profit practically doubles the foreign value.
Senator SMOOT. This article sells *for-
Mr. DAVIS. At the present time for 8.5.
Senator SMOOT. But I do not want the present time.
Mr. DAVIS. Of course, under the act of 1909 it was lower.
Senator SMooT. What was the selling price of this same lace under

the Payne-Aldrich bill?
Mr. DAVIS. I do not know.
Senator SMOOT. It was not 8.5 cents?
Mr. DAVIS. No; it was less.
Senator SMoor. More than likely it was about 4 cents.
Mr. DAVIs. It may have been.
Senator SMOOT. It would be 37.5 per cent on that instead of 37.5

as you have it now.
Mr. DAVIS. But wait a minute. The market value would have

been lower at that time, too.
Senator SMooT. Yes; but you are attempting now to compare it

one way and you are bringing it up to these prices-that is, to-day's
prices-high wholesale prices. That is not fair.

Mr. DAvis. The relationship is the same. Sixty per cent of the
foreign value is 2J cents; 371 per cent of American selling prices is
3.1 cents, a higher rate, not a lower.

Senator SMOOT. If the relationship is the same, then, of course,
it ought to be 60 per cent of 9 cents. You have got to work it both
ways; you have got to do it in each case just alike.

Mr. DAVIS. Of course, it would be impossible to go back and get
the prices in 1909. I have assumed that the reFationship, as it
relates to the article, has been the same, and I think it is. The
foreign price was lower at that time.

Senator S.mooT. Then it would not be applied because in one case
it would be 37.5 per cent under this bill and the other way it would be
60 por cent.

Mr. DAVIS. But it would not make a great difference in the equiv-
alent Qf this particular article.

Senator SMOOT. It would make no great difference wherever the
foreign price is greater than the American price, but the principle is
this, that if the American price is higher than the foreign price then,
of course, with the old rate named in the bill it would result in an
increase in the duty. There is no doubt about that. Nobody is
denyin that at all.

Mr. DAVIS. But I thought the effort was to get the reduced rate
to the same equivalent, and the higher rate of 1909---

Senator SMOOT. It will be a lower rate.
Mr. DAVIS. It will be lower or should be.
Senator SMOOT. There is no doubt about that. No one in favor

of the American valuation plan will say that.
Mr. DAVIS. My purpose in showing the figures was to demonstrate

the inequalities that will come up, to show that the rates under
this mathematical formula will make a great many articles pro-
hibitory.

I I I I
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Senator SMOOT. If we use the same old ad valorem rate.
Mr. DAVIS. Yes; if we use the same old ad valorem rate.
Senator SMOOT. That is true.
Senator LA FOLLETTE'. You mean the ad valorem rate fixed in

this bill, do you not?
Mr. DAvis. Yes. How can rates be adjusted to fit the true con-

ditionsI
Senator SMoOT. On the other hand, you could not put the rate in

here high enough to protect certain manufactured goods here against
a 1.3 cent mark.

Mr. DAVIs. The value of the mark has gone down, but it takes a
great many more marks to buy the articles.

Senator SMOOT. Every gold mark they give they got three times
the amount of labor for.

Mr. DAVIs. True. The figures show that the gold value of the
German article had gone up for home consumption, and the other
value had gone up-

Senator SMOOT. The exportation value, you mean?
Mr. DAVIS. And the home value.
Senator SMOOT. But not as much. If they want to cut the

exportation value, they can take the trade. There is no doubt
about that.

Senator LA FOLLETTE. Go ahead, Air. Davis, and give us the
figuresyou have there. We want them in the record.

Mr. DAvis. I would like to put them in.
I agree with you, Senator Smoot, that in order to get an accurate

comparison you would have to get the prices of 1909, but the purpose
of the figures is to show the tremendous inequalities that will crop up.

Senator SMOOT. I know that.
The CHAIRMAN. What is the highest rate you figure in the present

bill, the bill before this committee, under the system of valuation
that has been adopted?

Air. DAVIs. Here, for istance, is an imitation pearl necklace.
The equivalent, applying the same valuation to the 1909 act, makes
it 700 per cent higher.

Senator MCCUMBER. Let me see if I understand you. You have
taken, however, the cost of that pearl necklace in 1909--the foreign
value?

Mr. DAVIs.- No, sir; I have taken the value to-day.
Senator UCCUMBER. You have taken the value to-day?
Mr. DAVIS. Yes.
Senator McCuMBpR. And you have compared it, then ?
Mr. DAVIs. And applied the 1909 rate to that value to-day to

see how much duty it gives us. I have applied the new rate to the
same value to see what the result will be and have compared the
two.

Senator WATSON. What are your conclusions?
Mr. DAVIS. My conclusion is that the system employed to reduce

the rate is not going to fit the conditions.
Senator SMOOT. In some cases?
Mr. DAVIs. In the majority of cases, Senator.
Senator SMOOT. I think "majority" will be right. I think they.

have got to, as long as the exchange exists as it does m foreign countries
to-day. I said yesterday and I say now that the tariff which We
pass to-day is not going to stay on the statute book@ if the conditions
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of exchange in the foreign countries are improved within the next
three or four years. There will be an amendment to this bill if the
American valuation goes into effect.

Mr. DAvIs. How will the application of the American selling prices
affect the exchange proposition I

Senator SMoOT. Well, because wherever the exchange is low it
will work in this way. For instance, Austria, Poland, and any of
the Czecho-Slavic nations can make goods cheaper than it woula be
possible to if their market and their money were on a parity with our
money, or if there were no greater difference than there was under
the Payne-Aldrich bill. The country that has a low value of money
or has cheap money can make goods more cheaply than the country
that has money worth 100 cents on the dollar, as we have.

Mr. DAVIS. Yes; but the low costs would be there just the same.
Senator SMoOT. No; they would. not.
Mr. DAvIs. That is, to 'buy the goods a man would buy at the

same price.
Senator SMOOT. We will take Germany as an egample. When the

German mark was 24 cents, it was 24 cents in gold.
Mr. DAVIS. Yes.
Senator SMooT. They could not purchase any more labor in Ger-

many with a mark then than they could with 24 cents in gold.
To-da they can purchase more than three times as much with gold
as a mark will bring in.

Mr. DAVIS. In GermanyI
Senator SMooT. Yes. And in Poland it is just as bad.
Mr. DAVIS. But appraising the American selling price will not

alter that?
Senator SmooT. Yes; because the goods are to be sold in thiscountry.Mr. DAvis. But the cost remains the same, and that cost to-day

in gold is much higher thal in 1914.
Senator SMOOT. The other way it would be the value in a foreign

countryA.
Mr. DAws. But if these German goods are the same character of

goods as goods coming from England or some other country, you may
shut off goods coming from England or some other country.

Senator StooT. Yes; that is what you will do.
Mr. DAVIS. Then, you are giving the German a wider field and he

can stand higher duties.
Senator SMzoor. And then you let England in. He will always be

in a position to cut the market:
Mr. DAVIs. Yes; but I think he will be in the same position under

the American price plan because the difference would not bring the
Germans up to the American prices. They could still undersell.
The Germans would not deliberately raise their prices over American
prices, just to let English goods in.

Senator SMOOT. But it will help.
Mr. DAVIS. Yes, it will help; but it will raise the others, too.
Now, the second method of appraisement is this: If the domestic

value can not be found to the satisfaction of the appraiser, he then
finds the value of the imported articles for sale. I will admit that I
do not understand this paragraph in regard to that.

Senator SMooT. That is section 402.
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Mr. DAVIs. Yes. It is to the effect that when such value can not
be ascertained to the satisfaction of the appraiser it may be ascer-
tained by taking the value of *the imported merchandise on said
date for sale, whether or not there shill be an actual sale. That
means to me that if there is an actual sale that the sales price would
be taken irrespective of what the balance of the psragraph says.
Now, if there is not an actual sale, but there is an offer or sale, the
offer would be taken, irrespective of what the balance of the para-
graph says.

Senator SmOOT. That is, whatever the article was that was offered
for sale at that time or on that date, in case there was no sale, then
that should be the price.

Mr. DAvis. But according to the reading of the paragraph that
price should not be the accepted valuation until after he had borne
in mind the legislative intent of the Congress and reached its fair
value.

If that value for the sale, in his opinion, is not a fair one-and just
what a fair value is I do not know-he would not necessarily have to
take it under this paragraph. Then he is allowed to do almost any-
thing. It says he shall take into consideration, among other mat-
ters, the selling price of the domestic article. Well i& he has the
selling price of the domestic article, he goes back to te first method
and takes that, or he takes into consideration the cost of materials
in the domestic article, and he considers that, or he takes the foreign
market value, and he either adds expenses or costs and duties, or e
does not add them, just as he pleases. I think you cut out a tre-
mendous job for the appraiser.

Senator SMOOT. There are few articles that fall within this class.
Mr. DAvis. I think there are a great many. There are enough to

make it troublesome.
Senator SMOOT. There are not so many articles, I think.
Mr. DAVis. If the appraiser should take the sale price of the im-

ported article, the tendlenoy would be, provided he takes it gross, to
drive every American wholesaler and every American jobber out of
business, because that would enable the agent of the foreign man-
ufacturer to come into the United States and sell direct in the United
States because the overhead of the agent would be very much less
than the overhead of the American wholesaler. The tendency would
be to drive out the American wholesaler and bring in the foreign
agent or the branch house, taking only their foreign mill profit.

Senator SMOOT. The foreign manufacturer, if he undertook to do
that, would find that those are all the goods that he can sell in this
country. No merchant in the United States would buy of him if he
undertook to sell goods in this country.

Mr. DAvis. But it is done widely to-day, not for the same purpose
but to disguise the foreign values in a closed market. The foreign
agents sell many lines right in this country.

Senator SMOOT. Not to the retailer.
Mr. DAvis. Oh, yes; often to the retailer.
Senator SMOOT. Then he does not sell to anybody else.
Mr. DAvis. Plenty of agents sell to the retail stores, but even if

he sold to the wholesaler, that would prevent houses out in the Mid-
dle West selling to their wholesale trade, because it would have a
tendency to lower that import price and would enable him to pocket
the difference in the duty, as the duty would be less.
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Senator SMOOT. There are three or four ways of arriving at the
value. I take it for granted that the American appraiser would be
interested in arriving at the true value of the goods.

Mr. DAVIS. The only value he could use woud be the sale value in
the absence of domestic merchandise.

Senator SMoOT. That is the best value you can possibly have.
Mr. DAVIS. Yes, that is the sale value ofthe agent.
Senator SMOOT. That would be exactly the same in any case.

That would be the sale value on American goods. There is no sale
value on foreign goods.

Mr. DAMS. Thfs provision would have this tendency.
Senator SMOOT. We could make that clearer by changing the

wording in such a way that there would be no question about it.
The CHAIRMAN. I want to endeavor to pursue the subject With an

open mind. I am merely seeking information. I recognize fully
the difficulties of the situation.

I am informed-and I make the inqulry-that there is in the
pending bill a duty on dried egg yolks which undertakes an increase
of 1,200 per cent over the duty carried in the Payne-Aldrich bill.
Do you recall whether that is correct or not?

Mr. DAVIS. Yes, I have heard the facts on that.
The CJTI MAN. There would be that increase?
Mr. DAVIS. The market value to-day is 16 cents a pound, and the

duty under the present bill is 20 per cent ad valorem, making 3.2
cents duty. The rate under the new act is 15 cents a pound, as com-
pared with the duty under this act, of 3.2 cents, or an increase of
about II or 12 cents.

Senator la FOLL rrE. That is, if you applied to that product
to-day the Payne-Aldrich bill.

Mr. DAvis. No, the rate under this new bill.
Senator LA FOLLPr5. I understand, but I say you would have

the difference that you have mentioned if you should *apply the
Payne-Aldrich bill and this bill to the values of to-day?

Senator SMOOT. It is less than 500 per cont.
Nfr. DAvis. It is an increase of 11.8 over 3.2.
Senator SMoOT. The difference is four hundred and some per cent.

I can gve it to you exactly. It is 420 per cent. What is the value
of the dried egg yolks to-day ?

Mr. DAvis. Sixteen cents a pound, I am informed. That is the
market value.

Senator SMooT. What was it under the Aldrich bill?
Mr. DAVIs. I do not know.
Senator SMOOT. That would tell a better story.
Air. DAVIS. Fifteen cents about is nearly 100 per cent.
Senator SMooT. The rate is altogether too high.
Mr. DAVIS. Yes.
Senator SMOOT. But you would have to have the rate at the time

of the bill to get it right.
Mir. DAVIS. That is, compared with the act of 1913.
Senator SMoOT. That is the Underwood bill.
The CHAIRMAN. The representatives of an industry were here the

other day seeking a provision for an increase, but they were too late. I
do not imagine for a moment that they asked for such an increase asthis.

Senator SMOOT. The dye people asked for a greater percentage
than this.
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Senator LA FOLLETTE. You have more data, have you, Mr. DavisI
Mr. DAvis. I have suggestions in regard to changes in the present

valuation system.
The CHAIRMAN. You say you have suggestions as to the correction

of the present systemIMr. DAVIS. 11es.
The CHAIRMAN. I would like very much to hear them.
Mr. D.vis. My suggestion is that the American manufacturer come

forward with his domestic product and show the comparability of that
product to the imported article that is in competition witli it. In
other words, where there is an article made in the United States prac-
tically comparable with an article made in a foreign country, appraise
the imported article and no other at the domestic price, but not gross;
take out of the domestic price the freight, insurance, and other trans-
portation expenses incurred in bring gig the imported merchandise to
our shores; the duty and a reasonable profit and expense not to ex-
ceed, say tentatively, 8 and 8 per cent. You are then building from
the American selling price of the domestic article a pretty fair and
constructive foreign market value to be applied to the imp6rted article
that is directly comparable to the American-made article eliminating
foreign value and all possibility of undervaluation. in instances
where the interested party comes forward to some one-and I should
say preferably the Secretary of the Treasury -and shows the com-
parability, then let the Secretary of the Treasury proclaim this article
if it is comparable and all such articles coming from foreign countries,
appraising on the value of the domestic article less the deductions.
Appraise the balance of importations at the foreign market value
except--

tenator LA FOLLETrE. And increase the number of Treasury
attachess.

Mr. DAvis. Certainly, increase the number of attach6s. There is
another large class of merchandise that comes into this country that
is sold in the United States by the agents and branch houses, with
foreign markets closed to the Ainerican. He can not go to the market
and buy. That class of merchandise should be appraised at the
American selling price of the imported article. Take out of this
price the duty, the expense of brng the merchandise to our shores,
and, if it is not sold, not more than 6 per cent commission. If actu-
ally sold, 8 and 8 per cent for profit and overhead. In this way we
will be getting the full duty on all the money that is sent back to that
foreign manufacturer. To-day we are not getting it in some closed
market lines.

This would be my suggesion for the American selling price plan,
and I consider it practicable from an administrative standpoint. It
would give the American manufacturers protection on the articles
they make that are comparable.

Senator SMoOr. You would have under that plan to do not only
everything that is required under this law-section 402 of this bill-
but you would then have to go further and deduct the freight, the
duty, and the expense.

Mr. DAvis. That is very simple.
Senator SqooT. But it is that much more than under existing law.
Mr. DAvis. It would apply to only a relatively small proportion of

our imports.
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Senator SmooT. So will this apply to a relatively small proportion.
Mr. DAVis. This paragraph of the House bill applies to everything

that is imported.
Senator SMoOT. That, as you know, applies on a great deal of the

merchandise imported into this country.
Mr. DAVIS. Yes; but under my plan we have given the appraiser

something to stand on. There is solid ground here. Find the fair
value ? Keep in mind the legislative intent of Congress ? Just what
does this mean I We do not know what the legislative intent is.

Senator SMOOT. Your suggestion, I think; that it should be put in
the form stated, would be better than the form we have here.

Mr. DAVIs. That is what I think.
Senator SMOOT. That, I think, is true; but I think you are bringing

in another equation.
The CHAIMAN. If the committee changes this valuation and

amends the bill along the lines you suggest, Mr. Davis, will it not
require a rewriting of the duties rather largely ? ,

Mr. DAVIs. Yes, it will mean going back to the former basis.
The CHAIRMAN. It will mean rewriting the bill, will it not?
Mr. DAvIs. I think you will have to make the changes anyway.
The CHAIRMAN. Woiddn't that delay the passage materially?
Mr. DAVIS. I think, Senator Penrose, you would have to do it in

either event. I think you will have to rewrite it in order to fit any
American selling price plan.

The CHAIRMAN. Do you mean to rewrite the rates? If so, how?
Mr. DAvIs. Figure them out on an actual basis and not on a

mathematical formula.
The CHAIRMAN. You mean to state that they are not properly

described in the bill?
Mr. DAVIs. I do not think they fit actual conditions.
The CHAIRMAN. Do you mean to say that we will have to go over

them all?
Mr. DAVIs. I think to properly reduce the rate you must compare

foreign values with American selling values.
The CHAIRMAN. You do not mean this committee would have to

do that- you mean your department?
Mr. iAvs. Our department could do the preliminary work for

your committee, if we had the men.
Senator SMOOT. We could not pass on this until we got that in-

formation.
The CHAIRMAN. Then we have quite a large task ahead of us?
Mr. DAVIS. I think you have.
The CHLrIRMAN. Oh, I thought we would get through pretty soon.

Have you anything further to say to the committee, Mr. Davis?
Mr. DAVIS. No, sir.
The CHAIRMAN. The committee is supposed to sit until 5 o'clock.

If you have anything further to state, or if you desire to submit any
extension of your remarks, so that they may be incorporated in your
statement, you may do so.

Air. DAvIS. I woidd like Mr. Chairman, to submit the tabulation
of comparable prices that I have prepared.

The CHAIRMAN. We would like to have it; we would be very glad
to have it.

Mr. DAVIS. Then I would like to insert the tabulation at this point.
(The tabulation referred to is as follows:)
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United States sale prica of imported and domestic arti*s and comparative rates of duty.

NermbndLwe Countryof export.

cn , embrid ey. Swit.zerland...
otton, ... . e y.....

Cotton, table damask .. Ireland ...............
Sdssars, 4nch .......... . Gerany .............

Rketknves, "o st . ..... do ................

Burgled instruments, artery
Etnware, 7-inch plate,

trnser, etc.
Smokers' articles, pipes .........
Furniture, willow..............
Grease.prooftpper .............

Earthjenwrare, VAMngbam tea.

Brm, artists', red sable ......
Mirrors,1 square ines, 5-

Inch cn
16-ounce herringbone cheviot

(Mmns).
Artf llsl k ..... ..
W ood sgods ..............

Basketslw lllo... .
Asbtot. ..... ..

Ardtlcialsilkbadd. d....

Wholesle selling pricein Unitod StateL

Imported article. Amencan article.

9 centsper yard .......
mi ons er Yard .....

Sdcentspe Yard......
17 per doze .....

$0per doze .....

%cents per Yard ......c centsper yard ...
5 cents per yard ......
35.50 per dozen ........

S10.50 per dozen .......

..... do ................ I .1 3O per dozen ........ 13 0 per doen .......

Rates of duty.

S0p rent .....
..... do .........
40par Cent ............
75cetsper dozen and2Spercent.
20 cets each and 40

percent.
45percnt ............

1913

60p e t ............
................

25 per c ent ............
30p rcet ............
55perc t ............

20ar cent ............

England .............. 3 per dozen .......... 2A3 per do en ...... 60per ent ............ 40 per cet ............

Fran....... Sper gross ...... S54 per gross...
B u.............. scch . eac ..
German. . i4centsperpound .... centsperpoud ....

England .............. 50per doen ........ "4per dozen ........

..... do...........
45 percent ...........
2 centsperpound and

loper cent.
40 percent ............

S0per ce nt ............
25perce nt .......

p e roent .......
30 per cent ............

New bill.

37 per ant.42per cent.2gpe oent.

2:cwtseachand5per
aent.

2D cents ach and 30
percent.

S0 cents per dozen and
35parcent.

28parcent.

45 per cet.
40perCant.
2 cents pr ound end

percent.

Germany.. . S.0perdozen ....... Slcentsperdoen. ......... do ............. percent ........... eent...... do ........ . 3.15 pe dozen . . 2.60 per dozen ........ 45 per Cet ............ 30]Pont ........... .

Eng,-A.......... y.rd. . 32.7 per yard ........

England ........ . S2per pound ... I.per pound .....
Fr ne ................ I82 O u per.Yard . . 12.7 per y ard .........

Ft an ce.... ...
Japan .................
Switzerland ...........

SI02 perdoen .......
85cents per pound....
54.34 per pound ..
= per go ....
75centsperplece..

Chamolaskins ..................... 18 perdozen..
H mts,em'sstraw .............. ng.a......... p do.en ..

rshwAber, nl. ............ Germany.-- Z r .gro ........
................... . .... do ....... 5......... 16e o pergross. .......

Rubber ball, toy ..................... do ............... IM1 pergross..
Fluvetngextract.......... Switzerland .......... 5.3 ...........
Plan gss steraware, Bce lgium ............. 1 40per dozen ........

ibrellarae................Germany ......... 10.75 .................
Paper wall ockets ofpape .......... do ................ 3 per 1,000 ...........
MetalmateralforJewelry ....... Austria .... .... j 5per1,Ofeet..
Imltatiopearlnecklace (beads). France ...... ... '3. ............

310.9 p dozen .......
90centsper pound ....

O S0per pound .......
=33per gs. ........
64centsperplee .....

314 per doze n ..........
321 per dozen ..........
54.5 per gross .........
I3pergros. ........

17.10pergros. s......
S.' ..................
53 perdozen ...........

44centsperpoundand
35percent.

30 percent ............
Ucentspermterand

percent.
35 pe t .........
40peent .........
35lr cent ............
.....do,...............-..

45entsperpound.nd
30perent.20parcent ............

3Sp recent ............40 percent ............
45 perce nt.. .....
35pere ............

45po rcet ............

312 ................ IOperent .....
393 per 1,000........... 35pecent....
$27 aer 1,00}eet ..... 60percent.

..................... peret ............

45centsperpound and
percent.

Percent ............
.d......o..........

25percn e...t......
2)pecent ... t......
35per e et ............
..... d o.............
.. per.ent........

15perce nt ...
4per en....
35perc ent....
............. ::
...do...... :....

SMpee nt.......

30cns e ond and

30centsper pound and
4 per cn.

percent.
percent.

percent.
4sctpff oundan
457atpere n n
I7percnt

25 per cent.
35 percent.

DoP9.6n
40percent.

30 percent.

Percent ........ 3 percent.
251ecent ........... 2Bpcent.

pernt ............ 45percent.
35 p]cmt .......... 40 perem t



United ,Rtata sale prni of imported and doinatic artic s and comparative rates of duty-Continued.

Wholemle selling price 1: United States. Rates of duty.
Maebmlidlis. Country of export.

Imported article. American article. M 1913 New bill

peciousstoes, C tunet .. Fhacews.............. . .......... - -- per t50 ...... 1oparcent ........ 20 per cent ........... Mpercet.
N preparations, nonal- Switzerland .. . r .pound . 50 .... Il cent and 10 per percent ........... percent.

eoflue ent. -
Menesocms .................... England .............. $per dotem .......... Stperdozen. ......... 40 centsdozen and 20 3Dpercnt ............ 28 cents doen and 17

b-s................. France ................ se .............. n ec.......... percent ............ p nt ............ t.
Needlmecne...........Germany............ sper1,0 .......... ZOper ........ $ per,oand2per 20 per cent ............ M per 1,0 and 25

cent. percent.
Handkrchis-.................... prdoen ........ Zper dozen. 5 percen........40pert ......... 3percent.

S.................... percse....... Opercent........2per eet ......... 20percent.
=lnstrummt(cmet) .... Autria ...... . ......... 45percent.........percent.........35 er cent.

Muicl instrument (vloUn) .... Germany .......... 92J .....Mea ............... do ......... .... do ................ I " each and 35 per
__ _cent.

Amounts of duty. Increase ofrates over-
M101h19d3e. Country ot109 t1913

1909 1 1913 Now bil. l909 1913

3"io,0aet...lr..........
CottMnin .. in..........

S u ch .............
P, PBoy Soout"....
SuZa Msm , artery

Earthenware, Mach plate,trnser, ate
Sm l- u'rtcleekpipes....

Greaweprofpp

Brusbartlsts',redMble ......
M9rors, 144 square Inches, 5.

(ome heringbone cheviot
(mew's).

Switzerland.

Germany.......
8freland.........

... ..........
.....d ................
England...............

land... .....

Belgium........

England ........

ceOnts ...........
on_ 40....... ...M10 ................SIA09ardomen ........

13Sl perdoaen .......
1.Ml5perdozen .......

S0. .................

I0D)83perpoud .....
*t,3=pe dosen. ......

301452per dozen ......
IOSD1782" dozen ......

31JU5 Ier y~d ........

ents.... ......
s= ..............

78eentperdoen.....
131 per dozen ........
SAO1per dozen .......

10.616.................

perpound ......
S p . ...........
1.7perdozen......
03 perdozen ......

1Myper d..." ....

10.0 ............
..............

301568..........
a.Mperdozen. .......

3.Mperdozen ........

10.24 ................

13mbh...o.......

51.176 per n....
13D= perdozen.

19.78perdozen........

30OWperyard .........

24DOM' t ............

134pecant.

Percent ....141Cen .........
4peroent.

percent' ...........ee ...........

70percent .......102prcnt .........

percent .........

35 percent ...........percent ............
3Spercent ..........

'.3

I
percent.
78pdeent.4 percent.Ld per oent.
163 percent.
O-7percent.

percent.

143perent.
2Wlpercent.
41 per met.
17percent.
percent.
76 per cent.

14 per cwt.'



Artdf ca s l ........ l........... EWool drms goods ...............
][IMe, Willowr .............AsbaSd Lt ..................

Aabu t dl .......
Artlhclasilk bra id.....
Chsndamos. .... s.....
1]ats men's strw ..............
BusIh,;; ber, ; l ............. 0
Harnmon CaS.......................
Rubber bull, toy ................
FW90s stemware, 9.ounce

V-*....................

al al pockets ofppe .... 
ealmate" uforjewery ...A

Tmitatton neckace (bIs).F
CO10= cat Fne .

MenAoollrS...............
Beadedbags...............F

Needleuzn .............. 0
Hadecif........... E

=~htana ....... .... t
MaInntrunmts (cornet) .... A

Muslelinstunient (violin) .... 0

ugland ......... 2eterod,..
tam .......... pemper..

Spr dozen...
17centsperpound ....

................ SlOperpound .......
p"............71per ...s .

...31 ces pplece ......
.'.":: p dozen ........$50 ° 

PW -- TM ........
erman........57 cents per gross.....

. ............. 0pegros ....gs .

.. do ................ , pergros ......
"I*".......... entsper dozen. ..

ermaany .......... 81..............I
...ao ........ 3'10.60 pe- 1,000 ........
ustria ............... i S per d0 iRei:: .. ,tam............ 224 cents .............

witzerd.....:..2,l ntsperrpound..

gland.............. per down ......
ram .......... .75 ................
crxany .............. S455S per IM..
:fland .............. [SIM I3 per dozen:.......

ly: ........... SSM PW'C&A ........................ SZ4 S emh .............stria ........... ..........
ermny......Scents ..........

84 cents per pound.... 61 cents per pound....
62centspwer ..... 83 cents per meter.....
SI per down ....... 4.12per dozen ........
6 centsper"pond... 4centsperpound....S perpound ....... ! 2 peropoun .....

3.71 per gram ........ mm s..
Scents perpece ...... 3,cenlpe e ......

100 per dozen ........ 10 per dozen.......
3.TSpr dozen. .40 per dozen.
0l ents per gross. .... I.70r grm ....
.Wperm- ....... 1 1 per 10ss ........

S4.47 pr gross ........ 1,1per gs ........
35centsperdozen. .... 90cents per dozen .....

51.97..............
S7.64 per 1,000 .........
34M3 per 1,000 feet.....

,% 4 s ..........so2 pe MIat .......
SUN perpound ......

4.20 ....... .... - -
$24.18 per 1,000 ........
12.l5 per 1,00 feet....
Slim ..................
S .o rcoUZ ........XL .prpx d ......

S A55 per dozen..... perdozen.
"0each .......... .40ach........
.S5Sper 100.. 5 I0 ........

9 cents per dom..... S1.17perdozen ........S4esere.I:::: SL20peres....3M ..20m........

420ents ........... .92e.h.....

18 per cent less.
35 per cent .91vercent ............
147 per cent ...........

... do ............
7f per cent I ..........
percent.

22operent..........
9percent..........

34percent ..........

70pearent ...........
Percent ...........134Twreet ...........
76 percent ...........290paret .......... ,
[NSperent ..........

4 percent ....M percent ........ ....
M percent ...........p 1ercet ............
255peret ...........

38 per cent less.,
34 perCent.
167percent.
24 percent.
npecent.

114 per cent.
24prcent.
40per cent.
7llpercent.
gtperent.

710 percent.
46jpercent.
75 percent.
180 per cent.
95 per cent.
710percent.
46f per'cent.
75epce .

0perLcent.

t
indicates that the rate in the new bill, based on A=erican selling price, Is a reduction of the 909 rate on foreign value.
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Mr. DAVIs. Senator Smoot does not think that using the prices
of to-day shows the irregularities with respect to an ad valorem
equivalent.

Senator SMooT. Oh, do not misunderstand me. I have gone over
the bill in detail enough to know that some rates have to be changed.

Senator LA FoLLEtE. It would be helpfulif you could review your
figures and make them applicable to the conditions when the Pavne-
Aldrich bill went into effect. Give all the-examples that you have
given there.

Ar. DAvis. I can give these examples right here.. I think the
relationship remains the same.

Senator LA FOLLEP.T. You think it doesI
Mr. DAvis. Yes, I think the relationship remains the same and that

the same parity remains. I think that the application of the rates of
that act to the values and the comparison of them with the rates under
the new act will tell the story.

The CHAIRMAN. If Mr. Fix is here, he may want to say a few words
to the committee now. Of course, the committee recog zes that he
is an expert in these matters and it would want to hear him fully. It
seems to be the consensus of opinion of the committee that he should
not be heard until to-morrow morning, when he will have more time.

I desire to state now to the committee that I have been notified by
the Treasury Department that the Secretary of the Treasury will be
here on Thursday morning with his responses to various nquiries
relating to the funding bill. During that period we will suspend the
hearings on this bill. The witnesses who were to be here on Thurs-
day-some 10 or 12 in number-will be notified to be here on Monday
instead of Thursday.

The committee stands adjourned.
(Thereupon, at 4.40 o'clock p. m., the committee adjourned until

to-morrow, July 27, 1921, at 10.30 o'clock a. m.).

Wednesday, July 27, 1921.

The committee met, pursuant to adjournment, in the committee
room, Senate Office Building, at 10.30 o'clock a. m., Hon. Boles
Penrose presiding.

Present: Senators Penrose (chairman), McCumber, Smoot, La Fol-
lette, Watson, McLean, Reed, and Gerr.

The CHAIRMAN. The committee adjourned yesterday with Mr.
Davis, of the customhouse of Now York, appearing as a witness.
Mr. Davis, you are here this morning to continue, are you I

Mr. DAVIS. Yes, air. .

STATEMENT OF GEORGE 0. DAVIS, SPECIAL AGENT IN CHARGE,
PORT OF NXW YORK-Resumed.

The CHAIRMAN. The committee wants to give you all the time you
desire, Mr. Davis.

Before you go on m your own way I want to say this: On yester-
day afternoon I made a memorandum of several questions that I
would like to ask you formally.

The first question is: Will you refer to the tabulation of prices that
you offered yesterday and explain why the reduced rates in thepresent
bill will brig about a result in the amounts of duty higher than the
duties collected under the rates in the Payne-Aldrich bill?
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I understood you yesterday to state that would be largely the effect.
Mr. DAVIs. Yes, sir.
The CHAIRMAN. Will you explain that more fully?
Mr. DAVs. As I understand the proposition, it is to assess an

V ulvalent for the Payne-Aldrich rate on the selling prices in the
united States that would not bring about a higher result than if the
Payne-Aldrich rate were assessed to-day on the foreign market value.
That is what I have done in this tabulation, which consists of some
40 articles, selected more or less at random, and .selected with a view
to getting comparable domestic articles.

The CHuIRMAN. Senator Walsh, since you have just come in, I will
say that this is an important statement showing why, in the opinion
of Mr. Davis, the rates calculated under this srtemn adopted in the
House bill will result in higher duties than under the Payne-Aldrich
bill. He has some 40 articles.

Senator WALsH. I can see that that is an important statement,
Mr. DAVIS. The tabulation shows if the rate in the Payne-Aldrich

bill were assessed on the market value of to-day it would bring about
certain amounts of duty, which are all tabulated in the column headed
"Amounts of duty" and under the figures 1909, the date of the
Payne-Aldrich bill.
The tabulation also shows that if the rate of the Underwood bill, the

act of 1913, were figured on the market value of to-day it would bring
about certain amounts of duty; and those are tabulated in the col-
umn headed "Amoutts of duty," under the figures 1913.

The Payne-Aldrich equivalent appearing in the House bill, ar-
rived at through a mat ematical formula, is then applied to the
price of the comparable domestic article, and the amount that
that brings is set down in the column headed "Amounts of duty"
under the title "new bill"; and the results, applying the equivalent
of the House bill, instead of showing a reduction in those rates, bring
out the following inequalities.

It is shown, for instance, that the House bill reduces the rate in
some cases as much as 36 'per cent. That is in a small number of
cases-five. But in 35 other cases the rate is increased from 24 per
cent to as much as 1,115 per cent.

The CHAIRMAN. Have you a list of those articles?
Mr. DAVIs. Yes, sir; in this tabulation.
The CHAIRMAN. Have you put that in the record yet. Is it in the

stenographer's notesI
Mr. DAVIS. They were put in the record on yesterday afternoon.
The CHAIRMAN. That is what I thought. Have you shown the

increase in the duty on each article I
Mr. DAVIS. I have opposite each article the increase that is made

under the act of 1909 and also the increase under the act of 1913.
Senator WATSON. And this bill under the American valuation plan.
Mr. DAVIs. Yes, Sir.
Senator MCCUMBER. The increase is the ad valorem Increase?
Mr. DAVIS. The increase is the ad valorem increase, expressed in

this way. For instance, let me take this-
Senator WALSH. Take some one article for an illustration.
Mr. DAVIS. I take an item of cotton table damask from Ireland.
The imported articles sell on the American market for 86 cents a

yard. The American article that the examiner has compared it
81527-22--A v---8
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with sells on the American market at 56 cents a yard. Applying
the rate of duty, 40 per cent under the Payne-Aldrich law, to the
foreign market market value, would bring 24 cents duty.

Applying the rate of the 1913 act, 25 per cent, it would bring about
15 cents in duty.

Applying the rate under the new bill, which under the mathematical
formula has been reduced to 28 per cent would bring about a duty of
15 cents, as compared with the amount of duty under the 1909 act
of 24.cents; consequently, a rate is reached below the Payne-Aldrich
equivalent.

Senator MCCUMBER. You, in that table, are arriving at what the
specific duty on a particular article will be under the ad valorem rate.

Mr. DAVis. I am using the table to show how utterly impossible
it is to adjust rates under a mathematical formula, because when
you come to apply these rates on actual prices you do not got the
results, or anywhere near the results, that you expected.

Senator MCCUMBER. What I would like to find out is whether you
have a table that would show the ad valorem rate of the Payne-
Aldrich bill if that rate had been applied at that time on an American
valuation and then what the ad valorem rate at the present time is
as applied on the American valuation, so as to see whether the ad
valorem rates in this bill are higher or lower than the Payne-Aldrich
bill. Now, if you have such a table, I would like to know it.

Mr. DAVIS. I have not the foreign value prices of 1909, nor have
I the domestic prices of 1909, and thoy would probably be impossibletoot.Senator McCuimBR. You would have to make that comparison?

Mr. DAVIS. I think this table shows the comparison.
Senator SMOOT. I think you can pick out som items where the

Amorican valuation is less than the foreign valuation, just as you
did in this case.

Mr. DAvIs. I have gvon this item to show that the rate has been
reduced too much. There are 35 instances showing the reverse.

Senator SMoOT. In such cases there is no question but that it
would be lower. I have no doubt but that you can find cases, just
as you say, that are unreasonably high. You say you have given 40
articles there?

Mr. DAvs. Yes, sir.
Seiator SMOOT. You can find two or three hundred articles.
Mr. DAVIs. And bring the same results.
Senator SMOOT. But that can not be. I know that taking the

Payne-Aldrich bill on the prices to-day and taking the House rates
on the American plan, it can not bring those figures. Some of them
are as near together as it is possible to figure them.

Mr. DAvis. Take the domestic rice of the comparable article.
Senator SMOOT. To-day. You haven't given it as of 1909. You

haven't given the foreign valuation or the American valuation, but
you can take what the Payne-Aldrich bill would do if it were the law
to-day.

Mr. DAVIS. If it were the law to-day I
Senator SMooT. Yes.
Mr. DAvis. If it were the law to-day you would assess the Payne

Aldrich rate on the market value of to-day.
Senator SMooT. Certainly you would.
Mr. DAvis. That is what you want to bring about?
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Senator SMOOT. Certainly.
Mr. DAVIs. If you are going to assess a Payne-Aldrich rate equiva-

lent to a higher valuation it must be a very much reduced actual
rate.

Senator SMOOT. You have to take-the ad valorem rates.
Mr. DAvis. No doubt, but if you reduce under the mathematical

formula, you get an increase instead of a reduction.
Senator SmooT. You say "mathematical formula." We can figure

that out to a cent. In one case there is no doubt a reduction would
be made. This bill does not have a regular percentage of reduction
in all cases. The House bill does not do that. r

Mr. tDAvis. It seems to in the majority of cases.
Senator SMOOT. Only as to classifications, not as to items at all.

If there is a mistake made here, the Senate Finance Committee can
soon change those rates.- No one doubts but that if the ad valorem
rates were the same in this bill as in the Payne-Aldrich bill it would
increase the rates, I suppose, on an average of about 100 per cent.

Mr. DAvis. Yes, sir.
Senator SMOOT. There is no doubt about that in the world.
Mr. DAvis. Is this true, that in order tofindout what the equivalent

rate should be you muft have the American selling price of the do-
mestic article and the price of the imported article to compare them
in order to find what the rate should be

Senator SMOOT. You have got to have that.
Mr. DAvis. That is impossible. You can not get it.
Senator SMOOT. You can not get that on every item.
Mr. DAvis. You can not get it on thousands and thousands of

articles coming into this country.
Senator SMOOT. We can get them near enough so there will not be

a difference of 1,100 per cnt.
Mr. DAvis. Well, nere are the differences. These. are based on

the actual figures.
Senator S.0OOT. There may be items there. I do not dispute that.
Mr. DAVIs. They range 600 per cent, 700 per cent, 500 per cent,

and so on.
Senator SMOOT. Those things must be corrected.
The CHAIRMAN. I would like to have you insert in the record a

definition of just what you mean by the term "mathematical for-
mula."

Mr. DAVis. Mr. Burgess, in his testimony, explained it. I am using
that formula. It appears to be the one that was used.

They took the foreign cost as 100 per cent. To that they added
the rate of duty which, let us say, is 60 per cent, which lives 160
per cent. Then they took 160 and divided it into 60, which gives
in turn 37.5 per cent, which becomes the equivalent rate, if applied
on the American valuation plan, to the 60 per cent rate and if applied
to the foreign market value, but they have not taken into considera-
tion the freight, insurance, profits, and all the various items that make
the landed cost.

Senator WATSON. Why do you cling to that formulaI
Mr. DAVIS. I do not cling to it. I say that it can not be used.
Senator SMOOT. Nobody intends to use it, so far as I know, in this

committee. I do not think this committee has any idea of materially
increasing the rates of the Payne-Aldrich bill.

ill
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The CHAIRSAN. How many of these rates in the House bill that
has come over here have been fixed arbitrarily by the so-called
mathematical formulaI

Mr. DAvis. I think the majority of them have. I notice they take
the 60 per cent rate that undor the formula should be reduced to
37.5 per cdnt, but in some instances you find the rate is not 37.5 but
42 per cent, which makes it worse.

Then I notice they have taken the ad valorem rate of the Payne-
Aldrich bill, reduced it to the formula to get the lower rate, but on
top of that they put a specific dutv. I do not know what that would
bring about.

Senator SmooT. It would bring about an increased rate.
Mr. DAvis. I mean in amount.

Senator SmooT. We can find out what the equivalent is.
The CIMIRmAN. I would like to ask you to explain the effect of the

application of the rates in the new bill upon tle merchandise that
,would be affected. What effect would it have upon the regular
selling value?

Mr. DAvis. When you apply the reduced rateq of this bill to the
American selling price of the imported article, it brings about an
entirely different result than applying the yates of the hill to the
price of the domestic article; I iave prepared a tabulatio.i to-show
this. I have had a sufficient number of copies made for the members
of the committee. This table should not be confused with the
domestic tabulation I inserted in the record yesterday.

The CHAIRMAN. This will also be inserted at this point in your
remarks.*

Comparison of dlt under the acts of 1909 and 1913 upon foreign-value basis
and H. R. 7456 upon import valuefoi sale.

Taking the foreign price unit at 100 per cent, or $1, adding 5 per cent for trans-
portation charges and insurance, an average of 25 per cent for overhead and profit,
duty under the acts of 1909 and 1913 upon the foreign value basis and duty under
the new act upon the inport value for sale price works out as follows:

Act of Actof Newact.
Item. 913. _ew__ _t.

Decorated chlns:
Foreign value ........................ $1.00 o 0 Duty.......... 40 percent.. $1.20
Freight and Insurance ........... . .05 .0s Overhead and profit. percentn. .75
Diuty, at 60 per cent on foreign value .60 55 Cost Insurance, and

1.3 1.0 freight ............ percentn. 1.05
Overhead and profit (331 per cent)... 55 .53 New Americanprce. 100 percent.. 00

American selling price, or 25 per cent
selling price ..................... 2.20 2.13

Manufactures of metal:
Foreign value ........................ 1.00 1.00 Duty ................ percentt. .92
Freightandinsurance............ . .05 .06 Overheadandprofit. percentt. .68
Duty. at 45percent on foreign value.. .45 .20 Cost Insuranc and

FreIght ......... 40perent.. 1.05
Overhead and profit (331 per cent).... .60 .42 New American price. 100percent.. 2.63
American selling price, or percentn. 2.0 1.87

Laces:
Foreign value ........................ 0 1.00 Duty ............. 42percent.. 1.34
Freight and Insurance ............... ..05 .05 Overhead and profit. 25percent.. .80
Duty, at 60 per cent foreign value .... .60 .601 Cost Insurance, and

e r. e 6........ 3per.ent.. 1.0
Overbead and profit (33j per cent)... .55 .5 New American price. 100percent.. 3.19
Amercan selling price, or 25 per eot.. 2.20 2.20

112
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From the above figures it will be noted that while the rates of the new act appear
to be lower than those of the Payne-Aldrich law of 1909 reduced to meet the hiher
American valuation basis, they become, as a matter of fact, very much higher when
applied.

A et of 1at: Du f New bW: Duty on American sellLngpce built
value taken at Ior 100 from same forelg vulue basis bi-Sr.
cent.

Decorated china ....... Rate Cperoent,duty60cent,. Ratef4percent, dutyllJO; IncTeaselft:percent.
ManufacturesofmetaL Rate 45peroentduty43ents. Ratei3 peroent:duty 80.; increase 104percent.
Le ................. Rate W percent,duty60ceits. Rate4percent, duty 5l.4; Increase 323yercent

The increases over the act of 1913 would be still higher: China,
118 per cent; metal 360 per cent; laces, 123 per cent.

The CHAIRSIAN. What is the general conclusion arrived at?
Mr. DAvis. Taking the foreign price unit at 100 per cent or $1

and adding 5 per cent for transportation charges and insurance-the
merchandise that I use in European merchandise, and I am taking
an arbitrary amount for transportation-an average amount, king
an average of 25 per cent for overhead and profit, and considering
the duty under the acts of 1909 and 1913 upon this foreign value
basis and the duty under the how act upon the American selling price
or the imported article, it works out as follows.

I shall use decorated china as an example. This is decorated china
from Europe. The foreign value is 100 per cent or $1. The freight
and insurance would be 5 cents. The duty at 60 per cent ad valorem
under the act of 1909 would be 60 cents, bringing the landed price
to $1.65.

The merchant wants to make 25 per cent to cover expenses and
profit on the selling pricd, which is 33J per cent of this landed price,
so you add 55 cents and you reich his American selling price of
$2.30. .

But you can readily see that that can not be the AmericaTi selling
price of the imported article upon which the appraiser will appraise
in the absence of a comparable and competitive domestic article,
because the new rate of duty figured on that price would raise the
selling price. So I attempted to show in the last column how the
importer, or the examiner, would work out what the new price
should be.

I take the known quantities. The duty under the new act is 40
per cent of the selling price, but we do not know what the selling
price is yet. The overliead and profit amount to 25 per cent of the
selling price, but we do not know the selling price. The c. i. f. cost
is the only known quantity in money. Duty, 40 per cent, overhead
and profits 25 per cent, that makes 65 per cent. Inasmuch as the
sellig price must be 100 per cent, the c. i. f. cost therefore becomes
35 per cent. If the c. i. f. cost is 35 per cent Qf the selling price such
price therefore becomes $3, as against $2.30 when the duty was based

,on the foreign price of $1.
Manufacturers of metal in the above table, a wide class of im-

ports, shows an increase of 104 per cent. On laces, which amount to
many millions of dollars each year, the increase runs up to 123 per
cent. Applied to the *resent act, it shows an increase on chins
of 118 per cent; metal 360 per cent; and laces 123 per cent. So it
shows that it is absolutely impossible to adjust rates under this
mathematical formula.

Ila
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The CAMIRIAN. Is that all you have to say in response to that

nfr&.-Avis. That is all I have to say in response to the adjustment
of rates.

The CHAIRMAN. If tfie committee should decide to adopt the
House American-valuation plan, how long, in your opinion, would
it take the Treasury Department to gather the data to administer
the lawI

Mr. DAVIS. The Treasury Department, in gathering that data,
would undoubtedly have to use their special agents' service. The
examiners could assist a great deal, but they could not leave their
daily work to go out to make investigations, so we would have to
depend more gr less upon our special agents' service.

I have just received a letter from my office in New York stating
that the men in New York-we have 32-are working day and night
now on smuggling and are investigating the various claims of dump-
irg under the emergency act. It will be impossible for the Treasury
Department to turn our special agents loose at this time and give
them this other task. It would be impossible to say to the examiners
in New York, "Drop your daily duties and go out and gather this
information." They can get a certain amount of it, but I do not
think they can get enough to build up intelligent rates upon this
valuation place.

The QHIRMAN. Could you be furnished with an additional force?
Mr. DAVIS. Yes; we coud.
The CHAIRMAN. How many more men would you need to add and

what would be the expense, speaking roughly? I do not expect an
accurate estimate.

Mr. DAvs. I think if we had 25 or 30 men to turn loose right away
we might do it.

The CanimN. Those men would average how much compensa-
tion? What would be the total wage?

Mr. DAVIS. To get men of sufficient intelligence to handle the
proposition and men with sufficient knowledge of. merchandise to
determine comparability, I think you would -have to pay at least
ten or fifteen dollars a day.

The CHAIRMAN. What would be the total increase amount?
Mr. DAvis. Provided we could get the proper men, 25 at, say $12

a day for three months wotld amount to $27,000. With this force
we might gather in most of the big lines enough foreign and domestic
and also Anerican import values upon which to determine how much
to reduce the Payne-Aldrich rates o fit the higher valuation basis.

The CHAmMAN. How long would it take under present conditions?
Mr. DAVIs. I would not want to say under six months with our

present force.
The CHAIRMAN. Within six months you could probably do it?
Mr. DAVIS. Yes. Of course the main point is, could we get men

with sufficient training to gather the information, if we hired men to
do it quickly?

The HAN. That is what I want to know.
Mr. DAVIS. Could we get men with sufficient experience to go

out and gather the hf6rmation that we require? We might get
them from other services, such as the Department of Commerce or
the Tariff Commission. I understand the Tariff Commission, as
Mr. Page stated, could assist.
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As an example of the time it takes, let me say this: I have se-
cured a tabulation of 40 items. Forty items is nothing compared
with the items coming into this country, but it has taken the New
Yc -k examiners three weeks to get the information they have now
on the 40 items. They all say that these articles that they have
used may be comparable, but when you try to pin them down as towhether the article is really comparable, they say, "We, I do not
know; it is as close as I can get to it."

The CHAIMAN. This information has to be kept up to dateI
Mr. DAvis. Absolutely.
Senator MoLEAN. If you follow the present plan you have got

to got the foreign valuation I
Mr. DAvIs. Yes; but we do that fairly well now.
Senator McLEAN. Would not therm be a great many difficulties

in securing the foreign valuation under the existing chaotic con-
ditions there?

Mr. DAvIs. The principal difficulty we encounter is lack of help.
Senator MCLEAN. Would it cost any more to get the domestic

valuation than the foreign valuation and to get it accurately?
Mr. DAVIS. At thd be gning I thnk it would, but after the

problem had been worked out probably it would not cost any more
to get the American information than it would the foreign infor-
mation, but it must be remembered that under the terms of this
bill we must get both.

The CHAIRMAN. One more question and then I shall be through.
I think you touched on it yesterday, but I should like to have you
explain clearly just what changes in the valuation method, in your
opinion, could be made in order to expedite and to put into effect
at once an adequate tariff system in the United States.

Mr. DAVIS. Why, I think everybody that has the interests of the
American manufacturer at heart, as I certainly have and as I am
sure all of our customs men have, would like to have a valuation
system that would give them adequate protection against foreign
competition.

The plan in this bill is to take the full domestic price for com-
parable products and apply such prices to the imported article.
Before you can use this price it is admitted rates must be fairly
accurately reduced.

I think I have shown the difficulties in reducing the rates. If you
can reach the same result without reducing the rates of duty, would
it not be preferable?

I think I also brought out yesterday that if you attempt to put
this scheme into effect suddenly and require the present force to get
the necessary information on a given day it will soon become evident
that they can not find it on that day, or the next or the next. Now
what is going to happen in regard to the second, third, fourth, nd
fifth davs' work? The merchandise will pile up in this country.
What will be the result? You will either have to repeal the bill or
the Secretary of the Treasury will have to take some drastic action
to release the merchandise without appraisement.

Isn't it far better, if we are to use a domestic price at all, to devise
some system to put into effect gradually?

The system that I suggest, so far as appraising domestic mer-
chandise is concerned, is that if any manufacturer makes an article
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that has its counterpart in the foreign article, let it be given to theSecretary of the Treasury so that itC comparability may be deter-
mined before any 1ung is done. After that fact has been established
instruct all appraisers to appraise the foreign article and this article
alone at the price of the domestic article whose comparability has
been established. Not gross, however, but less duty, transportation
charges of the foreign article, and expenses and profit, not to exceed,
say tentatively now, 8 and 8 per cent to reach a constructive foreign
market value.

Senator REED. Constructive foreign or domestic valueI
Mr. DAVIS. A constructive foreign value secured from the value

of the comparable domestic article, less deductions. I don't think
anybody would object to it.

.Gradually, as these comparable articles come forward-there are
claims that there are a great many of them, but I do not think there
are-and comparability s established in a sensible manner, you could
apply domestic prices with deductions. They will go into effect
gradually. It would not disturb the machinery of the customs
service a particle. As to all other merchandise, it should be ap-
praised at the foreign wholesale market value, as it is to-day.

There is- another class of merchandise, however, that must be
treated in a different manner.

Senator REED. Before you leave that topic, I would like to ask
you a question. Are you going to leave that topio?

Mr. DAvis. I won't if you have any questions.
Senator REED. I do not want to interrupt the chairman.
The CmAIRMAx. I am through, Senator.
Senator REED. Let me see if I understand you. I have not had

the benefit of your testimony. I have been unable to be here.
However, you have this morning briefly discussed the question of
raising the American value. I understand you to suggest a plan
different from that in the bill ?

Mr. DAVIS. Yes sir.
Senator REED. And different from the present law?
Mr. DAVIS. Yes sir.

. Senator REED. Not that you recommend it, but you suggest it as a
plan which might gradually put into effect the American plan.

Mr. DAVIS. If you desire it; yes, sir.
Senator REED. Yes; you do not stand sponsor for the change.
Mr. DAvis. No, sir; but I think it would work quite fairly.
Senator REED. You, as I understand it, propose that we shall

continue to make values as at present and ascertain the foreign
prices by the methods now existing ?

Mr. DAVIS. Yes.
Senator REED. That is step No. 1.
Mr. DAvis. Yes, sir.
Senator REED. If an American manufacturer brings to you a

particular article which is substantially identical with a foreign
article with which he is competing, you suggest a plan of ascertaining
the value of that particular foreign article y taking the price of the
American article ?

Mr. DAvis. Yes sir.
Senator REED. The selling price?
Mr. DAvIs. Yes.
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Senator REED. And not the cost?
Mr. DAvis. The selling price.
Senator REED. And you deduct from that 8 per cent for profit?
Mr. DAVIs. First I would take off the duty.
Senator REED. All right. I do not care which end we begin with.

First you would take out the duty. Second you would take out 8
per cent profit?

Mr. DAVIS. Well, I would take out the freight, the insurance, and
the cost of bringing it over.

Senator REED. Let me get it in order. First you would take out
the duty; you would subtract the dutyI

Mr. DAvIS. Yes sir
Senator REED. Then what would you do next?
Mr. DAVIs. I think the exact way would be to take the freight and

insurance first.
Senator REED. All right; let us get it. Freight and insurance.
W. DAVIS. Then duty.
Senator REED. Then duty.
Mr. DAvis. Then 8 per cent for expense and 8 per cent for profit.
Senator REED. Then you would take the residuum, that which was

left after this subtraction, as the foreign valueI
Mr. DAVIS. Yes, sir.
Senator REED. And thereafter treat that as the foreign value?
Mr. DAVIS. Yes sir
Senator REED. b 0 't you know that would not give you the

foreign value at all?
Mr. DAVIS. No; I do not.
Senator REED. It can not give you the foreign value.
Mr. DAVIS. I think it would approximate it very closely.
Senator REED. Well, let us see. The first trouble with your

equation, in my judgment-and I will state it that way, intending it
however, as a question-is that yob are taking the selling price of the
American manufacturer.

Mr. DAVIs. Yes.
Senator REED. The American manufacturer may be selling at a

loss or he may be selling at a profit of two or three hundred per cent.
Zr. DAVIS. Yes.
Senator REED. So that the first thing you start out with is not an

article of the value as determined by the cost of production, but as
determined by the ability of the American merchant to get a price,

Mr. DAVIS. That is true.
Senator REED. That is true, is it?
Mr. DAVIS. Yes.
Senator REED. And the price which he gets w depend upon a

multitude of conditions. This is a very uncertain thing, is it not?
Mr. DAVIs. Yes sir.
Senator REED. For instance, he may be hard up and have to unload

his stock, in which event he might be selling at cost or below cost.
Mr. DAVIS. Yes.
Senator REED. He might even be selling below the cost of foreign

production?
Mr. DAVIs. Yes, sir.
Senator REED. On the other hand, he might be so situated that

he could sell his article at a very high profit?
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Mr. DAVIS. Yes sir.
Senator REED. That is true, is it not?
Mr. DAVIS. All those things are true, Senator.
Senator REED. All those things are true. So that your equation,

when you work-it out, means this, that you not only start from an
unknown quantity, but from an unknown quantity which constantly
fluctuates and which furnishes no basis of real value ?

Mr. DAVIS. You never could get at real cost by using an artificial
basis.

Senator REED. No. As you have elements in your equation which
are constantly fluctuating and which do not necessarily bear any
relation to the real cost, your equation is based on something worse
than quicksand, is it not ?

Mr.-DAvws. I merely offer that, Senator, as a suggestion, assuming
Congress would desire the American selling price, and merely from
the standpoint of offering something that Is possible of administration.

Senator REED. That may be possible of administration by your
office, but it does not give us an equitable result.

Mr. DAvIs. It does not get at the true duty at the ad valorem
rate on the open world value of the imported article, that is sure. It
only approximates it. .

Senator REED. Yes. There is another element in it, is there not,
namely, that it places the control of the duty itself in the American
manufacturer-not the rate of duty, but the amount of duty ?

Mr. DAVIs. Only to an extent.
Senator REED. Well to an extent.

* Mr. DAVIS. A very slight extent.
Senator REED. For instance, an American manufacturer or a com-

bination of American manufacturers, or an American manufacturer
of a specialty which he controls, if he advanced his price 10 per cent
could thereby advance the rate of duty 10 per cent, could he not ?

Mr. DAVIs. Yes.
Senator REED. And if he could advance the price of his article 20

per cent he could advance the rate of duty 20 per cent?
Mr. DAVIS. Yes; but inasmuch as the cost of the foreign article

remains the same, if he advanced his price, his price would be 100
per cent, but the advance on the foreign article would only be 20
per cent, if that were the rate of duty, so that the foreigf article
would undersell him.

Senator REED. I am talking about the proportion of advance in
the duty.

Mr. DAVIS. Yes.
Senator REED. If he advances the price 20 per cent the duty goes

up 20 per cent and if he advances it 30 per cent the duty goes up 30
per cent, is that true ?

Mr. DAVIS. That is true.
Senator SMool,. It is the duty upon the advance.
Senator REED. I understand that perfectly. The duty on the

advance goes up 20 per cent. Of course, you would at one time or
another approach a point where the foreign article could come in.

Mr. DAws. Yes.
Senator REED. But it remains true that if you take the American

valuation every time the American merchant can advance the price
of his article lie advances the tariff by the same rate of percentage.
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Mr. DAvIs. Let me give you* an illustration.
Senator REED. That is true, isn't it?
'Mr. DAvis. To a certain extent.
Senator REED. Well isn't it true absolutely? I know what you

have in your mind. Y would like to get out what I have in mine.
We will say, for instance, that the price of an article to-day is $1.

Mr. DAvis. Yes.
Senator REED. The duty is 50 per cent, or 60 cents.
Mr. DAVIS; Yes.
Senator REED. The American price on the article is raised to $2.

I will take a very simple illustration and one which will work against
my plan. The duty upon that article would be $1, would it not?

'Mr. DAVIS. Yes.
Senator REED. He ets, then an additional 50 cents protection;'

although he has raised his article $1 he gets 50 cents of protection.
He has got to continue that process until he hes reached a point
where his rise of prices has become so great that the percentage upon
the duty, the duty being less than the article, and the percentage
being figured on that smaller sum-the price has become so high
that the duty cai be paid with all its increases and the article would
still come in?

Mr. DAVIS. I do not quite agree with you. The landed cost of a
foreign article, we will say, is $7.60.

Senator REED. The what?
Mr. DAVIS. The landed cost. The American selling price of the

domestic article is $10, we will say.
Senator REED. Very well. You have a very small tariff protection

there.
Mr. DAvs. You can make it larger or smaller, as you wish.
Senator REED. All right; we will take your figures.
Mr. DAVIS. Now, we know that to start with and we set a rate

of 25 per cent, which gives us $2.60, figured on the $10.
Senator REED. Yes.
Mr. DAVIs. All right. Now, you add $2.60 to the $7.50, which

included the man's profit, and you bring it up to $10. Then they are
on a competitive basis.

Senator REm. At that time.
Mr.. DAvis. At that time. You say that the American manufao-

turer is goingto pyramid his prices. Let us see. He puts it up to
$12. Then the du ty would be 25 per cent of $12, or $3.

Senator RzzD. Yes.
Mr. DAVIS. You add $3 to $7.50 and you get $10.50 and undersell

him at once.
Senator REED. That is true in that kind of an article, but there are

plenty of articles-
Mr. DAvis. He would undersell.
Senator REED. If he raised it that much, but there are plenty

of articles where the tariff is 50 per cent, are there not?
Mr. DAvis. Yes.
Senator REED. And plenty where it is 75 per cent?
Mr. DAVIS. Yes.
Senator RED. And plenty whore it is 100?
Mr. DAvis. Yes.
Senator REaD. You have assumed in our statement that there

is no difference between these articles. You assumed a case where
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there was a difference of only ,25 per cent and the tariff was 25 per
cent.

Mr. DAVIS. Yes.
Senator RzD. But if you take an article where the tariff is

200 or 300 per cent, the case would not work out the same way,
would it ?

Mr. DAvIs. The ratios would work out differently.
Senator REED. The ratios would work out differently. That is itexactly.
So tat it is true that on the American valuation every time the

American raises his price, automatically the tariff is increased by a
percentage equal to the percentage of his raise of price ?

Mr. DAVIS. Yes; that is -true, provided he can sell it after he gets
it raised.

The CHAIRMAN. Have you concluded, Senator Reed?
Senator REED. That concludes that line of questions. The witnesswas going on with another topic.
The CftARMAN. He can be recalled.
Mr. DAVIS. Mr. Chairman, in this substitute plan that I have sug-

gested there is another feature to it, and that is whenever the foreign
markets are closed to the American buyer, in the case of consigned
goods. -The agent or branch house is situated in this country and all
business has to be transacted with the foreigner in this country, who
is satisfied with a small mill profit. He has transferred part of his
overhead over into this country and avoided paying duty on an ex-
pense which belongs in the foreign country. I thihk this class of
merchandise should take the American selling price of the imported
article, after subtracting the duty, the freight and the insurance, and
in case of a commission not more than 6 per cent or for actual pur-
chases by the agent not to exceed 8 and 8 per cent. If the foreign
manufacturer is not satisfied with this plan let him open his market.

Senator REED. Why could you not get at it in another way?
Why could you not ascertain these overheads which have been trans-
ferred over here and add them to the foreln cost?

Mr. DAvIs. You could do that, but I think in my way you get it
much quicker and better, because the items that I speak of are all
known and right before you; while the items you speak of will have
to be investigated.

Senator REED. The items you speak of are what ?
Mr. DAvIs. The duty is kiown; freight and insurance also known;

the arbitrary 8 and 8 per cent is known because the law says so.
Senator RED. Then, why not take tie foreign price and add to it

these three known quantities I
Mr. DAvis. You are not sure of the foreign price; the market is

closed.
Senator REED. The only difference is in one case you take the

American valuation and make three subtractions from it, and in the
other case you take theforeign valuation and make three additions toit.

Mr. DAvIs. We are doing that to-day with great success in regard
to consigned goods, subtracting other items from the American price
where there is no home market value.

Senator RmD. If there is no home marketkvalue, there is no objec-
tion, but where there is a home market value you ean add these items
just as well as you can subtract them from the American value.

Mr. DAvis. Oh, yes.
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The CuAiMAN. Does not the fact remainthat you could proceed
to administer a tariff law under the present system of appraisement
if you had a sufficient number of investigators abroad in EuropeI

Mr. DAvis. We could if we had a sufficient force and they were
allowed a sufficient amount of money to travel upon so they did not
have to go down in their pockets and pay their own expenses. When
you send a man to a foreign country for three or five years he has to
take his family with him.

The CHAIRMAN. Accepting all that, if you had 60 or 70 men over
in Europe adequately paid, with travel allowance, could you not
administer a tariff law under the present system?

Mr. DAVIS. Absolutely- with some slight improvements over our
present system to cover closed markets.

The CHAIRMAN. And the total aggregate expense' would not be
very great?

Mr. DAVIs. No, Sir.
Senator LA FOLLETTE. I understood Mr. Davis to stateyesterday

that we now have only 6, and that if we had 12-
Mr. DAvIs. I would say 15.
The CHAIRMAN. We will give them 50.
Mr. DAVIS. Say 15 to 25.
Senator LA FOLLETTE. Twenty-five would cover the ground

perfectly 1
Mr. AvIS. If we had 60, as Senator Penrose says, we could cover

the whole world without any question, and we would get results.
Senator LA FOLLETTE. And that would, as a matter of fact, result

in comparatively a very light charge against the Government?
Mfr. DAws. But a slight charge.
Senator.LA FOLLE-rTT. When you take into account this plan where

you have to have, as you said yesterday an army of experts to make
your comparisons and comply with the law.

The CHAIRMAN. This last plan to which I called your attention
would cost less monoy than the execution of the plans under the
pending bill, would it not ?

Mr. DAVIS. By far.
Senator REED. Would not the information which these agents who

were sent over in foreign countries obtained be of very great use out-
side of the mere matter of fixing tariff valuations Would not the
information that they collect with reference to trade conditions and
prices in foreign countries be of great use to this Government outside
of the mere tariff question ?

Mr. DAVIS. It certainly would, because the information that they
would collect would have to be accurate and before a price was
accepted the books would have to be turned to and the actual trans-
actions where merchandise was sold at that price would have to be
known. If the information was not gathered in that way it would be
worthless at time of contest before our Board of United States General
Appraisers. The information our men gathered could be depended
upon and would be accurate for the use of anybody who desired to
make use of it.

The CHAIRMAN. As I understand the Government and American
business men are now overwhelmeA with publications from several
departments alleging to convey much of this information. I am
advised that it is worthless largely on account of its inaccuracy and

.general character.
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Mr. DAvis. Principally on account of its general character, Senator,
not its inaccuracy.

Tho CHAIRMAN. It is fine for publicity work in Patagonia or some
such place, but of little or no use in selling shoes.

Mr. DAvis. On the other hand, our man in France is nearly a year
behind in his work.

Senator SMOOT. Mr. Davis, you recognize the fact, do you not,
that American institutions are at a disadvantage on account of the
difference in foreign exchange I

Mr. DAvis. Yes, sir; but whenever you take the German .price of
to-day at the great number of marks required to buy the article and
you reduce it to United States gold at a cent and a' third, and you
compare that gold value with the gold value of 1914, you find that
the gold value' or German merchandise is much higher.

Senator SMor. Not nearly as much higher as the American goods
on account of the extreme cost of making them.

Mr. DAhs. Probably that is true, Senator.
Senator SMooT. I do not- think anyone will question that.
Mr. DAvis. I have not made any tests, however.
Senator SmooT. But do you think it is possible' to put in a straight

specific duty in case there are specific duties, or advalorem duties
in case there are ad valorem duties, that will protect the American
manufacturers in this country against goods that will come from
Germany?

Mr. DAvis. No, sir; but if you use my plan of putting the domestic
,price into effect gradually, if any American manufacturer can come
forward and show these eyeglasses, that we will assume were made in
Germany, to be comparable to his article we will use his price, less
deduction, hnd no one need worry over exchange.

Senator SMOOT. But what I wanted to get at was this: Your testi-
mony so far would lead one to believe, outside of your plan that was
suggested, and that was merely a suggestion that the rates of duty
in Mh Payne-Aldrich bill, if carried in-this bill here, would be sufficient
to provide for the difference of exchange in cost of manufacture.

Mr. DAVIs. Many times over.
Senator SMoOT. 'There is another question involved in this.
Senator REED. One moment. I want to have that question and

answer read to me.
Senator SMoor. He said "Many times over"; that it would

require many times more than the rate in some cases, and in others
it could be taken that the Payne-Aldrich rates were many times toohih.

inator RED. What did you mean?

Mr. DAVIs. I mean that the reduction which has been brought
about by using this formula that I explained is not the right kind of
reduction. It is more than adequate to cover the difference. Con-
sequently, if you use this alleged lower rate, as a matter of fact, you
are really using a rate that is very much higher than the Payne-
Aldrich rate, and, consequently, you would cover any difference of
exchange many times over.

Senator RE.D. What do you mean by "this alleged lower rate" I
Mr. DAvis. They take th'e 60 per cent rate of the Payne-Aldrich

law and add that to 100 per cent which is supposed to b the foreign
cost, and they get 160. They ten divide 160 into 60 per cent and

122 TARMPF 'HEA INGS '



AM R ZOAN VALUATION.

get 37.5 per cent, and that becomes the new rate. But when you
come to apply that rate of-37.5 per cent on actual price-

Sehator REED. The American price I
Mr. DAvIS. Yes-you are getting an-amount. of duty far in excess

of what you would have gotten on 60 per cent on the market value.
Senator REED. You mean the European valueI
Mr. DAvis. Yes, sir.
Senator SmooT. I will say to the Senator from Missouri that he was

not here when this system was explained that had been adopted by the
House. Of course, I understood the answer that the witness made
because it was based upon that former statement.

The CHAmAN. I want to say that by the consent of the committee
there are several business men here to be heard and some of them
come from a considerable distance, others reside nearby. I think it
would be a hardship to postpone hearing those gentlemen who have
come from a distance, an d if the committee is through with the exami-
nation of the customs experts for the present-and they can be re-
called at any time-we vill now call upon some of the eight or ten
gentlemen who want to be heard on the valuation question. I will
first call on Mr. Thomas H. Eddy, representing Marshall Field & Co.

STATEMENT OF THOMAS H. EDDY, 0HIOAGO, ILL., REPRESENTING
MARSHALL FIELD'& 00.

The CHAIRMA. Mr. Eddy, you reside in Chicago?
Mr. EDDY. I do, sir.
The CHAIRMAN. And you represent Marshall Field & Co.?
Mr. EDDY. I am on the managing staff of Marshall Field & Co.
The CHAIRMAN. Will. you state concisely to the committee your

views on the subject of American valuation?
Mr. EDDY. I might preface my remarks by stating that we appear

rather in a dual role, as we are large domestic manufacturers as well as
heavy importers. We have manufacturing plants in seven different
States of the Union.

Senator WATSON. Have you manufacturing plants abroad also?
Mr. EDDY. We have none abroad. We buy in the open market

abroad.
Senator SMOOT. Your importation business, however, is the main

part of our businessI
Mr. EDDY. Not at all. Our manufacturing is several times ourimports.mnator SMOOT. What kind or class of goods are you making?

Mr. EDDY. We are making muslin underwear, silks, r.ugs, various
kinds of cotton goods, gingiams, domestics, sheets, pillows, pillow
cases, bed spreads, towels, knitting cotton, laces, lace qurtaine, etc.

Senator SMOOT. Do you manufacture the article that makes the
pillow cases?

Mr. EDDY. Yes; we spin and manufacture from the raw cotton in
our southern mills.

ThoCHAMMAN. How many States are your manufacturing plants
located in?

Mr. EDDY. They are located in-saven States.
The CAMAN. Can you state some of the principal States in

which you are located I
Mr. JfDDY. Yes;. New York, New Jersey, Pennsylvania, Virginia,

North Caolina, Indiana, and illinois.
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The COmmuAN. Now, will you go on in your own way and state
your views on this American valuation system I

Mr. EDDY. In considering this question I divide section 402" into
two parts, the first referring to comparable and competitive goode of
the United States. It is an essential and necessary part of our busi-
ness that we sell for future delivery; for example, our goods being
sold in the spring for delivery in the late summer and fall.

So far as our foreign business is concerned, our buyers go to Europe,
and under the proposed plan we see no way of buying in the market
with any degree or certainty as to what our costs would be when they
would be determined by the wholesale price in this country of some
goods of which we may have no knowledge, and these costs to be
determined upon a factor of that kind when we are selling our goods
in advance of the arrival of the merchandise here. We can not know
the amount of duty nor our costs until the goods actually arrive and
pass through the customhouse under this plan. .

We feel pretty strongly that such imports as might come under
this class would be very largely reduced, if not wiped out altogether.

I would further say that if we could import any under these condi-
tions, it would be necessary to protect our interests to practically
protest or apeal upon every item that was valued on this basis.

Senator WATSON. Are any of your imports on the free list ?
Mr. EDDY. We have only jute burlap. That has been on the free list.
Perhaps the most serious objection from our standpoint is to

the second part of section 402. This section apparently covers com-
modities which ar not comparable or competitive with domestic
products. Under this portion of the section: as drawn the way would

e open to foreign manufacturers to close their markets abroad to
purchasers like ourselves, shipping theirgoods to a selling agent in
this country who, by fixing his price for sale, would practicOy deter-
mine the amount of duty assessable upon his article. The foreign
manufacturer will have his foreign mill profit together with a prot
in this country over his selling expenses and still control the market.
These profits instead of coming into the hands of the American mer.
chants will go abroad.

All previous tariff acts have had this feature of consigned mer-
chandise in mind, and I think that the section as drawn will largely
nullify anything that Congress has done and the work of the Treas-
ury officials in protecting our industries here against such competition.

The CHAIRMAN. Did you present these views to the Ways and
Means Committee of the HouseI

Mr. EDDY. Substantially so; yes, sir.
The CnAMMAN. Well, it apparently failed to make an impression

on therh. I
Mr. EDDY. It.apparently did; yes, sir.
Senator McLEAN. Do you import articles which compete with the

articles whichyou manutacturey
Mr. EbDY. In some degree. We largely are manufacturing staple

articles, although we do import some--handkerchiefs, bedspreads,
some muslin underwear.

Senator McLEAN. Are these fairly comparable with the articles
that you produce?

Mr. EDDY. Not entirely so.
Senator McLzAN. Most of your importations are noncompetitive

goods, are they not?
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Senador WATSON. That is, noncompetitive with what they make
in this countryI

Senator MoLEAN. Yes.
Mr. EDDY. With what we make, or what. others make?
Senator McLEAx. What you make.
Mr. EDDY. In a large measure; yes, sir.
Senator MCIEAN. Can you give the committee any idea of the per-

centage of your foreign importations compared 'with your total
an nual turnover?

Mr. EDDY. Would you clarify that question?
Senator MLEAN. What percentage of your annual turnover of

goods do you import?. Mr. EDDY. Do you mefn by that the foreign value or the landed
value?

Senator McLAN. Well either.
Mr. EDDY. You would have to take the landed value, because that

is our cost.
Senator MCLEAN. Take either one.
Mr. EDDY. Around 10 per cent, ranging from 10 to 15 per cent in

different years.
Senator MCLEAN. So that you manufacture here 90 per cent of

your sales?
Mr. EDDY. Well, we are buying in the open market as well as man-

ufacturing.
Senator McLEAN. Goods that are produced in this country?
Mr. EDDY. We are buying in the open market in those, too.
The CHAIRMAN. Do you bring much stuff over here by the post
Mr. EDDY. Probably not as nuch, Senator, as many others do,

because we have our established offices abroad, and they look after
the consolidation of shipments, so that we probably have a less
amount of that than many other people.

Senator MCLEAN. I suppose the articles you manufacture hero
come in competition with foreign goods?

Dfr. EDDY. In a measure they do; that is the general class of com-
petition.

The CI RMAN. Have you any amendments to suggest to this
part of the bill, or do you object to the whole proposition?

Mr. EDDY. I have a little more to add, Senator, if I may.
The CHMRMAN. Go on.
Mr. EDDY. While we all believe in a fair measure of protection for

American industries, and we are satisfied with any reasonable rates
that may be fixed, provided they are levied in a clear, straight-
forward way, we feel that the bill as drawn meets neither requirement.

For the information of the committee we have selected a number
of imported articles in the statement I wish to s, ,nit herewith.

I took at random a number of items which we .re importing show-
,ing the rate and amount of duty which we are paying under the
present law, our landed cost, and our selling price. Then we have esti-
mated the amount which we would have to sell these articles for to
produce the same profit to ourselves and pay the duty. as under the
Fordney bill. In another column we have figured out the percentage
equivalent of these amounts of .duty to the foreign value.

Senator SsxooT. Will you put that full statement in the record ?
Mr. EDDY. I will file it in the record.
(The statement above referred to is as follows:)

81527-22-A v-9
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Comparison of selling prices and duty under present law with those unatr Fo dney bill.

Merchandlas.

Leather gloves, women's..
>0 ............... .o...

Cotton hosery, clldrens....
DO........................

Cotton hanUrches, em-
broldered.

Do........................
Linen handrchlefs, embrod-

red.
Cotton handkechefs, hem-

stitebed.
Ciotonwarpsateen.,nbl eLed.
Cotton chalmosuede gloves,

Cotton chamolsuede gloves,
24 lnce.

Coumtry.

France ......

..... d o ....Germany....
...do..

Switzerland.
..... do o...
Ireland..

..... do ......

England ....
Germany ....

..... do......

FOeNIZeoat.

22 francs per doz ...............
218 lan per do ...............
162 marks per doz (50 p. Ct.).
22 marks per do. (60 p. ct.) ....

4.l0 trancs per doz. (en j. ct.)....
11.5 francA per dos. (60 p. ct.)...
9/3 per do. (op. ct.)...........
4/% per doz. (3D P. ctQ ..........

Ltd. per yd. (27J p. et.).........
190 marks per doz. (35 p. Ct.)....

330 marks per doz. (35 p. et.) ....

Amount of
1913 duty.

Sdos..
5IM doz....
S02 doz ....
5027 dot ....

50.47 do ....
LI4 dos....
SD.ldoz....

SO.O6 yd .....91 do: .....

$1.73 doz ....

i~ddcs price toLadedeost, Pcoer

pludn .
dUty.n

and

prlt.

S17 doz ...... 24
SISZ0 doz... 23
SL70doz.... 22
S3M doz .... is
L. do .... 23

SL77 doz .... 11
33M do.... 22

SL.32doz.. 29

SS dog.... 1

Wool gloves, women's ....................... Emergency ..................... 0......................0..........
Do ...................... Gem y.... L marks per doz. (40 p. ct.) .... 30 ... 5.7 do.... 22

Cotton embroidered vle .... Switeland. 4.50 francper yd (Op. Ct.) . 10.45 y .. 4..2Linen bcot..............Ireland ..... eah(p.) 1.. eh... 54. eac... 20
nennapkdnso ......133 each (35 p.Ct) SD.25eacl... S41geach... 18

Brushes (to.) ............ France. 294 francs per gross (35 p. ct.).... 8.13 gross... S34.10 gros.. 24
Cotton braids. .................Germany.... 101.30 markspergrs(Ep.Ct.). 0.91 gross... S.04 gross... 24

Present Duty under now
semuig Price. tariff.

S22.30 doz...
524 do. .....
5do .......
S4ZO doz ....
32 do. ......

S42S doz ....
4.25 doz....

5l8 do....

3 p. Ct.-S.10..
47J p. ct.-S15...35 p. et.-JQ ....
35 P. et.-12.1 ....

42 p. ct.-2.35....

42 p. ct.-2.5 ....

30 p. ct.-OD78.. ..

"1.7 yd ... t.-S. ....35 des .. 40 p. ct.-3.04....

58.50 doz .... 40 p. Ct.- 3.12 ....
.............. W 3e. lb.-JO.72 ....
SS.0doz.... 30p.ct.-S2.-C ....

yd:..:.. 42p.Ct.-s. ....

S..o each... 28 . ct.-2.17 ....
$4sgross .... 35p.cct.-S22.05 ...
S4gross.. 42p~ct.-Z.62....

Sell/ig price
undernew Ejtuv-Idet

to givesame foreign

costl.t

5V9 doz ......
S42 doy .....
S8 do.
5sdos .....
S3 do& ..
V540 doz ....
S6 do.....

52.60 doz ....

s50Z Yd .....
57.60 doz ....

SI2.80 doz...
.o.....oooooo.

59A0 doz ....53.20 yd ..
57.20 each...!
57.75 each...
363 gross .....
.2 gross...

PserL

100
110
115
LIS

1

IN
132

104

14%

172
I
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Senator WATSON. Will you give two or three illustrations from
that statementI

Mr. EDDY. They vary from 05 per cent, which is the percentage
that this new*law would bear to the foreign cost, to 177 per cent.

The CUAIRMAN. Name a few of the staples.
Mr. EDDY. French leather gloves would run about 100 per cent.
Senator REED. What do you mean by that, 100 per cent above the

present tariff?
Mr. EDDY. No; 100 per cent of the foreign cost, the price that we

would pay abroad. Cotton hosiery, one item 110 per cent; another
item 115 per cent.

Senator WATSON. You said you had there for 1909 and 1913 the
tariff you now pay?

The CHAIRMAN. Do you consider the hosiery rate too high ?
Mr. EDDY. As fixed under this bill it is 110 to 115 per cent. I

would say that would be too high.
Senator SMOOT. Is that on the foreign value?
Mr. EDDY. Yes, sir.
Senator SMOOT. Added to that would be the freight-
Mr. EDDY. No; I am just comparing the amounts of duty. That.

is merely a comparison of the amounts of duty.
Senator SMOOT. Then, you have to'take out of that the freight

and the expense of selling, and so forth ?
Mr. EDDY. On leather gloves, on which we. paid $2 a dozen, we

would have to pay $14.60, raising our price from $22.50 to $39. On
another item, on which we pay $2 a dozen now, we would then be
called upon to pay $15.75 and to raise our price from $24 to $42.

Senator REED. What is that item I
Mr. EDDY. Leather gloves. On cotton hosiery, one item the duty

would amount to $1.22 under the present law, under the proposed
law $2.80; and we would have to advance our price from $6 to $8 a
dozen. On another item of hosiery the duty would amount to 92
cents a dozen and under the proposed law $2.10, and we would have
to advance our price from $4.50 to $6 a dozen.

Senator REED. Now, wait a minute. Will you tell me why, if the
duty is advanced from 92 cents to $2.10, you have to advance your
price to from $4.60 to $6?

Mr. EDDY. Well, we are paying $1.18 more duty, and we are figur-
ing the same percentage of profit on the investment as we figured
before.

Senator REED. But how do you get it then?
Mr. EDDY. I do not understand you, Senator.
Senator REED. Mfay I have that paper to use for t moment I I

take now the item of leather gloves. I am going to read this, with
the permission of the committee. "Leather gloves, women's.
Country, France. Fcs." What does that mean?

Mr. EDDY. Francs.
Senator REED. "Foreign cost, 202 francs per dozen. Duty $2.

Landed cost $17." Now, that means that these gloves cost you
landed in this country $17 a dozen, does it not?

Mr. EDDY. Yes, sir.
Senator REED. I continue reading: "Present selling price $22.50."

That means that you would sell those gloves, which cost you landed
here $17, for $22.50, and you make a profit of $5.50. The new duty
is 371 per cent figured on'the $22.50, and you carry that out at $14.60
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Senator SMOOT. It is not that.
Mr. EDDY. It is 35 per cent duty.
Senator SMooT. That would be $7.72 as the duty.
Senator REED. You have carried it out here as $14.60.
Mr. EDDY. I can not remember the tariff, but there is a provision

in there for certain specific rates of duty, but not less than 371. I
can not explain that to you without checking up the items.

Senator REED. Well, you can very readily see that 371 per cent
duty figured on $22.50 will not give you 14.60. We run into a
manifest mistake in figures, it seems to me.

Senator SMOOT. That is only a mistake of 100 per cent, but that
is not as much as the balance of it.

Senator REED. There may be some other duty to add in there, but,
if so, it is not shown in the table.

Mr. EDDY. It is not shown in the table here. That is right, Sena-
tor; that would figure out around 50 per cei~t duty on the gloves.

Senator REED. Mr. Chairman I beg to suggest that before this tablegoes into the record the witness be permitted to stand aside and check

up his statement so that he can speak to us with accuracy, because I

find that in these hearings the value is largely lost, owing to the fact
that we get a lot of things mixed up and have a lot of cross-examina-
tion instead of clear statements.

The CAImRMAN. I think in reading the record the last 10 minutes
of this hearing would be quite confusing.

Senator SMOOT. Not nearly as confusing as the figures presented.
The CHmnmAw. I have no doubt of that.
Senator McLEAN. Are these articles which you are calling attention

to articles which you importedI
Mr. EDDY. Yes, sir.
The CHMRMAN. Do you produce any of them in this country

yourself?
Mr. EDDY. Not these articles.
The CHmRMAN. Then you speak as an importer in this matter?
Mr. EDDY. On this particular thing, yes; sir.
Senator SMOOT. This table simply shows this: That for the addition-

al tariff that he speaks of here-and he claims it to be $22.50 as the
selling price on account of the additional tariff-it is to be sold for
$39. That is a difference of $16.50 and the tariff is $7.72.

Mr. EDDY. That is an estimated figure. It would follow any tariff,
and the tariff would follow, all the way through, the selling price
as well.

If the duty is changed, the selling price would change also, because
this is merely an estimate.

The CuABIMAN. Would it not be a good idea for you to take these
figures and revise them and appear before the committee later?

Mr. EDDY. I should like to appear before the committee again this
afternoon, if possible.

Senator REED. When you go to revise the table I beg to suggest
that you bring back the original with you..

The CHAIRMAN. It has been ordered to be printed in the notes.
The committee will be in session until 5 o'clock this afternoon, Mr.
Eddy, and if you will come back with your data in accurate shape we
shalt ie glad to hear you. Have you any further statement to make
to the committee now I
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Mr. EDDY. Yes Senator, I have a statement showing the foreign
prices of imported commodities, the price which we paid in 1914 and
similar goods imported in the fall of 1920 and 1921, the first reduced
at the normal rates of exchange and the second reduced at the current
rates of exchange, which will show the change in the level of prices.

Senator McLEAN. Data from what countries ? •
Mr. EDDY. They are from France, England, Germany, Japan,

Switzerland; all countries.
The CHAIRMAN. Do you desire to have that printed in the record ?
Mr. EDDY. Yes, sir.
The CHAIRMAN. It will be printed then.
(The statement above referred to is as follows:)

Comparieon of foreign ptrim of imposed commodities, 1914 and 192 0-21.

Depart. Description
ment.

3 Wool crtpe, 43 inches.....
4 Silk fabrics, 8I millimeters

3361 nees).
4 Si fabrics, 4)millimeters

(27 Inches).
4 Cotton velveteen, "Inches
4 Cot ton velveteen, 27 Inches
4 Cotton velveteen,24 Inches

15 Colton hote ...........
15 ..... do ...............
1 ..... do ...............
15 .... do ...................
15 .... do..............
15 .do..............
15 ..... do ..............
1 Wool hose ............
18 Lales' cotton chamois

suede gloves.
18... do; ..................
16 Lalescotton lisle suede

.. oyes.
8.o do ............. ...

18 Ladies, cotton lisle cha.
moisette glove.

1o .... d o ...... ........
18 Linen damask 72-Inch.
18 Linen cloths 4....
18 Linen napkins 2'02...
18 Piain linen, 36-inch ......
19 Linen damask ........
18 Linen napkins ........
18 Llnencrash..........
19 ,ULIes' lamb shoes, 16

button, overscam.
19 Ladies, real kid, 2 clasps,

overscam.
19 ..... do ....................
19 ..... do ..............
19 LadIes' real kid, 2 clasps,

plaue.
19 ... .....
19 Latiles' real kd,8-bultoi,,

oversea m.
19 Ladies'real kid, 12-button,

overseam.
19 Ladles'realkid, 16-button,

o-crsearn.
19 Led ie' real kid, 20-but ton,

overseas.
21 Watches ..................

21 .... do ....................
21 ..... do................
21 Pearl beads............

Countrv.I

France..
Japan...

...do ....

Enland
... do ....
Oermany
...do....
.. do....... do ....
..do....
England
... •do....
•...do .... I
Germany

1.67 francs...
9.10 yen .....

8.80 yen .....

4.9......38.4d ...
2s. id .......
3.40 marks..8.80 marks..
6.20 marks..

AO marks..
5.80 marks..
I5s. 6d ......
10.sd......
12s. Sd ......
3marks.....

.do. 8.75marks...
.. do:.:: 150 marks...

do ..... 9 masks.....
.. do..... 4.75marks...

-. ..do ..
England.do.....

.do...
.. .do........ do .....
•...do .....

.do.Germany

.do .....

France..
•..do .....
,. .do .....

9.40marks...
2

3s. 9d ......

24 marks ....

35.23 francs..
40 francs ....
40 francs....

.. do ..... 47.francs..
... do..... , francs ....

...do ..... 60 francs...

.. do ..... S9 francs ....

...do...... 01 francs...

Switz-
erland.
a.doc..,.do ..

France..

II.M francs..

16.25 francs..
2.25 fra Ics..

11.10 francs..

Fori Rate. Dol.
price. Jars.

per
cent.
0.193
.50

.50

4.86
.8s

4.86
.24
.24
.24
.24
.24

4.88
4.88
4.86

.24

.24

.24

.24
.24

.24
4.88
4.8
4.80
C.88
4.88
4.88
4.80
.24

.24

.193

.193

.193

.193

. 193

.193

.193

.193

.193

.193
I51

0.3214. M

4.40

1.11
.491

2.02

1.492.02
1.34
3.7?

265&OS
1.20

2.10
1.313

2.16
1.14

2.26
.61
.78

1.52

12. 0

&76

6.80
7.72
7.72

9.17
9.65

11.58

17.18

19.49

2.28

3.14
0.22
2.20

1920-21

Fregn I Rate.Dol-
Fpre. ae.jlars.

19.2 francs..
10.30 yen ....

11.40 yen ....

11 .......

5S. 2d .....
195 marks...
22 marks...
220 marks...
290 marks...
195 marks...
41s ma6s...
29 ......
30s. 94.
160 marks...

350 marks...
160 marks...

350 marks...
2 marks...

400 marks...
Os. 4s..

I7 5s.and...154. f '.

52s 2s..
13s..

1)24 marks.

800 marks..

303 francs..
311 francs...

370 francs..
420 francs:..

503 francs...

C,03 francs...

A13 francs. .

24.50 francs..

28.75 francs..
48.50 francs..
2080 francs..

Per
cent.
0.93j

.50

3. 7
3.75
3.75

.015

.015

.109

.105

.105
3.75
375
3.75

.011

.011

.015

.Oi

.015

.01j

•3.73.75
3.75
&.75
3.75
&3.7

.015

.015

.935

.065

.065

.3

.3

.065

.063

.10

.18
.163

&.15

570

97

13
3.30
C.35
Z.93
7.78
5.44
&.77
2.40

5.25
2.40

5.25
3.38

6.00
1.75
2.91
3.78

2.49.!0)
21.38

12.00

18.20
19.70
.22

2405

V_2.70

.39.20

5. 95

&.92

4.60
7.76
1.35

..... r. I
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Comparison offoreign pykes of imported corn mod itiee, 1914 and 1920-21--Continued.

1914 19206-21

e t. DescriptIon. Country. F Rat . D Ol. F Ra Ie

prc. Iant. price. Rate. Dar-

per Per
23 Halrnetssik ............ Frnce.. 5.6francs... 1.93 1.09 25frances .... 0.065 1.63
23 Needles .............. England 6d. 4.8 s.......... &75 2.81

31-.-36 Cottonlae ............ M .do. d.......... .86. 75
31-32-36 ..... do. .. .. do..... M ........... 4.88 .1 ... 3... M3 32
31-32-36 lsash blondeL sel,c.t . .do . 7.4.86 &.4 2 .. 3.75 31
31-32-36 Cottoncablenet ..... d....... ' 4.0 . o .. 3......... &. 21
31-32-38 Cottonpoinldeesprltlce. ... do .....4d........... L F 1 I ......d . .i.20
322-36 Silk l[lHlonnet .......... do ..... 4.85 .17; 24 7 is R
3142-88 Silknet .................. do.21 .. 4.86 .43 ":1 &75 .73
31-32-36 Cotton yarn, 9 .......... . .::0o. 4. .99 ..... 75 1.76_Cotton% yarn,.. 4.......8.7
31-32-38 Cottonyarn, 160/2 ......... S'i 2d. 4.85 1.25 16s. d ..... 75 i.09
31-32-38 Lae .............. Fr . 0.075 frncs. .18 .0 a 0.370 francs .08 .02
31-32-3 .... do .................... do.. 0.117francs .1 .02 .5 francs.. .085 .02
31-32-36 ..... ......do ................. do. mfra .19 0 0.19 frns .085 .0!1
31-326 do .................. do. 0765francs. 3 1 .01.485francs.. .065
3132- . .inenet ............. .:::do .. ... ra 183 .01 0.4Sfrancs .0 5 
31-32-36 Chiffon.... do ..... O0M francs .1813 .1541 3M francs .065 .23
31-32-3 Chiffonyeiing..............do..... 0.74 francs .1.. 143 2M. francs .... 065 .1

31 Cottonlaeeurlains ....... Enjland 6s.3d...... 4.988 1.56 17 .......... 3.19
33 ..... do ........................ do..... 9s ........... 4.86 2.19 21s. d . .. 3.75 4.05
33 :....do.o ..... 6s. . 4.86 1.68 .6d ...... 3 2.91
33 Cottonmnadns ........... do . ........... 4.86 .0 ..14 .... 7 5 &3 51
33 Cottonlrsh lMntcurtalns Switzer.. 11.90francs.. .193 28 26.7frns. .16 4.24

land.
33 ..... do .................. do. 5.0 francs.. .193 &99 S8frmncs.....16 6.08
33 .... do .................. do 5.t0francs.. .193 2911 39.15(rancs.. .16 6.261
41 Toys ................ Germany 9.75 marks.. .24 34 M.50marks .015 3.49
44 Handkorchlefs,linen ..... I reland .. 7. 4.86 .. 27 ........ &73 .421
44 Dressllnen........... do..... ........ 4.88 .1 25d . M 3944 Cotton, pe'rl4nelwn. Engand 4.86 .09 101 ........ 3.75 .16
4 Cottonorpndle .......... 0. francs .1.:9 :1 1.77 francs .16 .281

land.
44..do................. France 1.2.frns. .193 .4 9. ~rancs.085 OM 631
46 36-Inthlinencambelcs ..... Ireland.. d ........ 4.86 .21 23... . 3.75 .37
46 ..... do .................. do:8: 4.86 3 23........3.75 .37
46 3&lnchllnencazmbries.. do . .4.86 .1 ........ 3.75 .41
46 .... do .................. do . 4.86 A ...... 75 .47
46 ..... do .................... ... o . ........86 . I d .. 3.75 .52
46 ..... do ................. 4.86 .19 37......... &3 5
46 ..... do ................. : :::do 11 ........ M88 .22 .. ... 75 .82
46 ..... do ....................... do .... 12d.......... 4. .24 41.......... 75 6
46 43-Ihlinen cazbrics...do .... .27 47 3. 75 , 731
45 .Inchlnencambrs. do ............ 4. . 4 d .......... 7. .7
48 inch linen cambrks ..... do .... d...........4.86 .18 28 ... .3.75 .44
45 36-inch sheetilnens ..... do: I .......... . 4.88 .193 .......... 75 .47
40 3Winchsheerlinens ........ .. do . 4.88 .21 14......... 3.75 .S6
45 ... don................. ... do .... 4.8 6 ........ 3.75 U
45 ..... do ................... ... do ..... ......... 4.8 .31 t41 .. 3.75 .69
44 ... "do ................... ... do .... 161......... 4.88 .331 47 . . 3.75 74

Mr. EDDY. I would like also to just insert in the record a telegram
which was sent by the merchants and bankers of Chicago to their
Representative before the bill was passed. It is as follows:

Under American-valuation plan which forms the basis of the Fordney tariff bill,
H. R. 7456, merchants can not determine the cost of imported merchandise prior to
its actual arrival a-nd clearance through the customhouse. Goods can not be sold in
advance of delivery without knowledge of costs; purchases abroad would. practically
cease, with consequent loss of revenue to Government. The rates provided in the
bill when applied under the American-valuation clause unwarrantably increase costs
which the consumer must bear. While we all believe in a fair measure of protection
tolAmerican industries, this bill is designed solely in the interest of the domestic
producer who fixes the amount of duties his competitor is obliged to pay. It gives
him absolute control of the market, enabling him to advance prices without foreign
competition. The American-valuation plan is especially unreasonable and unwar-
ranted when viewed In the light of our rapidly declining imports. The reduction
in our pitrcha. ing abroad is serously affecting our international trade. Shipments
of our surplus p ducts to foreign countries is rapidly declining. The American-
valuation plan if enacted into law will go far to destroy our foreign trade, for if we do
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not buy we can not sell. We believe that in the interest of the general industries of
the country and the consuming public this bill should be defeated, and urge you as
our Representative to vote against the measure.

Marshall Field & Co.; Carson, Pine, Scott& Co.; John V. Farwell Co.;
Chas. A. Stevens & Bros.; Mandel Bros.; Pitkin & Brooks; Roths-
child & Co.; The Fair; Hart, Schaffner & Marx; Albert Pick & Co.;
Gage Bros. & Co.; Montgomery Ward & Co.; Butler Bros Sears,
Roebuck & Co.; Merchants' L1an & Trust Co. by E. D. Hulbert,
president; Illinois Trust & Savings Bank by J on 1. Mitchell, chair.
man; Corn Exchange National Rank by krnest A. Hamill, president;
National Bank of the Republic, by W. T. Fenton, first vice president;
Union Trust Co., by F. H. Rawson president; W. A. Wieboldt & Co.;
E. Iverson & Co.; E. H. Knoop & N .; Loren Miller & Co.; Plaboratory
Materials Co.; Berghoff Importlng Co.; Illinois Watch Case Co.; Boston
Store; Lyon & Hesly; Irvin-Smith Co. (Inc.); Burley & Co.; Jacobi,
Williams Jamieson Co.; D. B. Fisk & Co.; 0. W. Sheldon & Co.; Peter
Van Schaak & Son: A. B. Fielder& Sons; Francis T. Simmons & Co.
Tonk Bros. Co.; Win. Lewis & Son; Worms & Loeb; Morris Wooli
Silk Co.; A. L. Randall Co.; Chicago Mercantile Co.

Separate telegrams sent to the following: Martin R. Madden, James R. Mann,
Elliott W. Sproul, John W. Rainey Adolph J. Sabath John J. German, M. A.
Michaelson, Stanley H. Kunz Fred A. Britton, Carl R. Chindblom, Ira 0. Copley,
Charles E. Fuller, John 0. Mckenzie, and Richard Yates.

The CHAMMAN. Did you make any effort to come to Washington
to be heard? Did you or your associates mentioned in this tele-
gram m.,ke any effort to come to Washington to be heard I

Senator-LA FOLLE. This telegram was addressed to their
Representatives.

The CuRMAN. I understand that. I want to know, Mr. Eddy,
whether in addition to this telegram you made any effort to come
here anA appear before the Ways and Means CommitteeI

Mr. EDDY. We did not appear at the hearings. We filed briefs.
Senator REED. Are you through, Mr. Chairman?
The CHAIRMAN. Yes.
Senator REED. When you bring in these tables this afternoon,

Mr. Eddy, I wish you would add to them the retail price at which
you retail these goods. You have said that the tables state the
foreign price, the costs of transportation to this country and delivery
to you, and your wholesale price which would give us your wholesale
profits. Now, I would like to have the retail price also. You handle
them in retail in your store, do you not ?

Mr. EDDY. Yes, sir; but I doubt if I would be able to give them
offhand.

Senator REED. I am very curious to know whether you could not
use the wire and get us the retail prices at which you have been selling
these particular goods. I am going to be frank with you. I want
to find out some reason why a cows skin sells for $1.25 and a pair
of shoes sells for $12 and their retailer says he is not making any
money and the wholesaler swears he is not.

Senator WATSON. And the jobber swears he is not.
The CHAIRMAN. You pay for the style of the shoe, maybe.
Senator REED. I do not. I buy anything I can get on my feet.
The CHAIRMAN. Have you any further statement to make to the

committee, Mr. Eddy?
Mr. EDDY. No. sir.
The CHAIRMAN. We will next call Mr. Rafter, representing the

Lace and Embroidery Association of America.
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STATBMENT OF :OHN R. RAFTER, NEW YORK CITY, REPRESENT-
ING THE LAOE AND EMBROIDERY ASBO0KATION OF AMER1OA.

The CuwmAx. What is your nameI
Mr. RAFTER. John R. Rafter.
The Cmmmrw. Are you an attorneyI
Mr. RAFTER. Yes, sir.
The CH AaAN. Do you represent this association as an attorney?
Mr. RAFTER. Yes sir.
The CHmRMAN. Well, the committee much prefers to hear the

principals in these businesses.
Senator SMOOT. Mr. Rafter has been here representing them before.
The CHAIRMAN. I know you have been here a number of times for

them. It is infinitely more forcible with the committee if we have
the people who produce the fabrics, but still I do not cast any re-
flection on your ability as an attorney. You may go on in your own
way and state what you want to.

Mr. RAFTER. Air. Chairman and gentlemen, the Lace and Em-
broidery Association of America has a membership which embraces
40 businesses in New York City, and I believe 1 outside, in Phila-
delphia.

The CIuI AN. Excuse me one moment, Mr. Rafter. Do you
reside here in Washington?

Mr. RAFTER. No, sir; I reside in New York.
The CHAIRMAN. There are a number of gentlemen here in-their

own person, and it seems to me the committee ought to hear them.
Mr. RAFTER. I shall be very glad to defer to anybody.
The CH.nMAN. All right, if you will then defer, or could you dis.

pense with taking up the time of the committee by filing a trief I
Mr. RAFTER. Would much prefer, Senator, to be permitted to

speak on the subject, if I may.
The CMRMAN. Well, later in the day we will hear you. Is Mr.

R. S. Oliver, representing the A. B. Hendrik Co., of New Haven,
Conn., present? Evidently Mr. Oliver is not present. We will now
hear Mr. Jacob de Jong, if lie is present.

STATLANT OF TACOB DE ,ONG, NEW YORK 0ITY, PRESIDENT OF
THE FLOWER AND FEATHER MANUFACTURERS OF AMERIOA.

The .CHAIRMIAN. Whom do you represent, Mr. de Jong?
Mr. DE JONG. Mr. Chairman, I am president of the Flower and

Feather Manufacturers of America and I am president of the
Associated Home Work Industries of the State of Neiv York.

The CUAIRIMAN. You are in the business yourself?
Mr. DE JONG. I am one of the largest manufacturers myself, and I

believe that to a certain extent I am partly responsible for the con-
dition that we are confronted with now. I am one of those who
prevailed upon the Ways and Means Committee to adopt some means
by which we American manufacturers could continue in business.

The CHAIRMAN. You make both flowers. and feathers?
Air. DB JONo. Yes, sir; we do. I advocated several propositions in

the emergency bill. After careful study I knew of no other method
by which conditions that prevailed throughout the world to-day could
be remedied, as far as domestic industry is concerned, except through
levying duty on the real value of any article imported.
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I admit that, to a certain extent, the method of assessing ad
valorem duty on American valuation presents Qbstacles and diffi-
culties. We all realize that. But I believe that if that method
had been in operation for a hundred years, or since our present
method is in operation, it would be more perfect and answer the
purpose better than our present system, because under the system
of assessing ad valorem duties on foreign valuation our tariff laws
are nullified, because thereis no certain method for an appraiser
or customhouse official to base value on any merchandise that
comes from Germany or Czechoslovakia, as far as its home valua-
tion is concerned. The currency in that country that produces
commodities and necessities has a greater power to produce those
commodities and necessities than if you translate that currency
into American or world standards, and yet you have to compete
with it.

I am surprised, Mr. Chairman, that men in important concerns in
this country, such as Marshall Field & Co., send representatives here,
although, on their own admission, they import but 10 per cent of the
articles in which they deal. Then we must assume that 90 per cent
constitutes domestic goods. What motive or object can they have
for the sake of getting a lower reduction on that 10 per cent to sacri-
fice 90 per cent of their businessI Have they the interest of the
domestic industry at heart? I have seen many importers come here
and say they are manufacturers. They came before the Ways and
Means Cominittee also. I have in mind a concern whose principal
business is, importing and who are interested in factories in Germany
and who I am told are opposed to this method.

Senator REED. Opposed to which method?
Mr. DE JONO. The American valuation system.
Senator REED. What is the name of that concern who is interested

in factories in Germany that appeared before the Ways and Means
Committee?

Mr. DE, JONG. Who is vitally interested in the importing business?
Senator REED. No; who was before the Ways and Means-Committee

and who has factories in Germany, as you said?
Mr. DE JONG. The firm of George Borgfeld & Co., in which Mr.

Doherty, who was formerly a customs inspector and a United States
official, is now in their employ, is one of those firms that are bitterly
fighting American valuation.

Senator REED, Have they factories in Germany and in other for-
eign countriesI

ir. D. JONG. It is my belief, from the information that I have, that
that firm is directly or indirectly interested in factories in Germany.

Senator REED. You made a positive assertion a few minutes ago.
Now you say that your belief is that they are directly or indirectly
interested. That is quite a different statement. Upon what do you
,base your belief IU w t y

Mr. DE JONG. I have transacted business with them, and they have
told me that they controlled certain products made in Germany, and
that I could buy them cheaper there than anywhere else.

Senator REED. From themI
Mr. DE JONG. Yes.
Senator REED. It is a common thing for men in trade to claim that

they have some advantage and can give their customers some
advantage.
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Mr. DE JoNo. I think I have seen factories in Germany with the
firm name of George Borgfeld & Co. on them.

Senator REED. I move that we call this firm in here and settle this
question.

Mr. DE JONO. Mr. Doherty is here.
Senator WATSON. I think we would get at the facts better if this

witness would go on and give the reasons he is for this measure.
- The CHAIRMAN. Let the witness make his statement and make it
brief. Let him state what his views are and then we will proceed.

Mr. DE JoNo. The proposition that confronts us now and confronts
the Senate committee is the adoption of the method of American
valuation in the assessment of duties. I realize that unless your
committee can agree or unless the Senate can agree upon that method,
there will not be any tariff bill for a long time, because all the schedules
aru based on the principle of American valuation. We manufacturers
naturally realize that. It is a question then for us to see whether the
American valuation is such a tremendous detriment or is such a dan-
gerous experiment that this country dare not put it in operation.

In my country where I was born-and I was born in Holland-the
system of assessing ad valorem duties has always been on value in
Holland itself. To my mind I know of no reason why we can not
ascertain the American wholesale market values as easily as we can
ascertain the foreign market values throughout the world without
having the people to ascertain them. There are but six men con-
nected with the'1'reasury Department scattered throughout the world,
and but one in Germany and one in Japan. How can we possibly
ascertain the home-market value in these countries?

The CHmRmAN. We are talking of putting 25 men on that work.
Mr. DR JoNe. That would not make any difference. If you put 50

men in Germany I do not think you could ascertain the market
values of all products that Germany sends here. I have. in mind an
article that I want to show this committee. Here is an artificial
flower that is shipped from Germany at 40 marks a dozen. That is
about 50 cents a dozen. They are not shipped in single dozens, but
thousands and tens of thousands of dozens. That is the manufac-
turer's price which he arranges with the importer. What is the
German wholesale value of this article when the material actually
in this particular article costs in Germany more than that priceI
If you do not figure the cost of labor in Germany at all, even though
it is practically so small that it does not figure so much in the cost
of production, the material actually used in this article costs more
than the German price made to the American importer, because
they have been accumulated during the war.

The CHAIRMAN. Are those flowers made in the homes?
Mr. DE Jo.xo. They are all made in the homes and partly by chil-

dren. I am president of the Associated Home Work Industries of the
State of New York. We have endeavored to cut out all child labor
in our industries in Now York.

Senator WATSON. Do you know what the raw material in that
article costs?

Mr. DE Joxo. As a manufacturer I could figure out to the slightest
detail the cost of the raw material.

Senator WATSON. I want to know how you know what the raw
material in lhat article costs in Germany?
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Mr. DE JONo. Because I import some of the raw material from Ger-
many.

Senator WATSON. You say that the raw material in that costs
more than-

Mr. DE JONo. It costs more than the price at which it is sold.
Senator WATSON. In other words, they are selling at a lossI
Mr. DE JONo. They are selling below the cost of even the raw

material.
Senator REED. That is to say, that a man takes raw material that

costs a certain amount and puts an infinite amount of labor on it
and then sells it for less than the raw material before he touched itI
That is what you mean to say? .

Mr. DR JONG. I meah to say that this material has been made up in
Germany during the years of war by the women and children. It
has been accumulated in enormous quantities.

The CHAIRMAN. They are sending us their accumulated stock?
Mr. DE JONO. They are. Most all countries with which Germany

heretofore did business have prohibited the importation of this
article. France has done so. Finland has put a duty on it of 1,400
marks a kilo.

The CHAIRMAN. Would the duty we have in the House bill keep
this fabric out of the country?

Mr. DE JONo. The duty of the House bill based upon American
valuation ? This would not, to my mind, prevent the importation ofthe goods.The CHAIRMAN. Would itprotect the American industry?

Mr. DE JONO. It would to the extent that we could meet the German
manufacturer of this article in our own market on an equal basis.

The CHAIRMAN. How much protection would it give you?
Mr. DiR Joxo. The protection under the American system would

nicely conform to articles which are undervalued and which are not
under% valued. Lien an article is sold in the American market at the
legitimate price the ditty would not be so much, but where it is sold
at an illegitimate price, where an article like this costs to produce in
this country by the American wholesale value $4.50 a dozen and the
duty is based on that, it will give us sufficientprotection.

If the intent and purpose are that the American manufacturer can
meet the foreign con petitor in our own markets on an equal basis,
with the difference which the tariff could cover being only the ad-
vantage that he has in cheaper labor, the American manufacturer
fears competition from no part of the world.

Senator WATSON. What percentage would you have to put on that
article imported from Germany to protect you under the existing
law?

Mr. DE JoNo. I have a letter here from tLt; importer of that article,
which, with your permission, I should like to read. It is as follows:

NEw YORK, JAnuary44, 1921.
Mr. JACOB DE JONG,

President Associated Flower and Feather Man ufacturers of Anierica,
.New York City.

DEAR Sin: By request of Mr. A. Gerstenzang, of your tariff committee, I present
herewith the following information to be used&, if you so determine, ifi your efforts
to produce a revision of the tariff on our products.

In June, J920, I placed, through an agent abroad, an order for 3,000 dozen artificial
flower wreaths, samples of which I am submitting to you under separate cover; the
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German manufacturer charging me for these goods the uniform price of 35 marks per
dozen 1. o. b. Hamburg, Germany. The market value of German marks at that time
was $1.72 per hundred marks.

These goods arrived, and in October, 1920, I reordered to the extent of 3,000 dozen
more, but at the advanced price of 50 marks. The value of marks had, however, by
this time depreciated to $1.15 per hundred, making the price as figured in our currency
even cheaper than the first shipment.

We have recently received the second lot of merchandise and are now negotiating
another order for 10,000 dozen more of the same wreaths at 4 marks per dozen.

I need not tell you that these goods found a very ready sale here in spite of the
recent depression in business, and I do not hesitate to say that even if a duty of 400
per cent were imposed on this merchandise neither I nor any other responsible mann-
facturer could or would attempt to make up goods to compete with these at that
cost. Very truly, yours, IsmoRs BURROS.

The CHAIRMAN. Is this a large industry in the United States ?
Mr. DE JONo. The industry in the United States before the war, in

1914, was, to a certain extent, limited. During the ivar, when
Germany could not send these goods here and we did not get any of
these goods from Germany, it developed tremendously; it increased
from a working force of, perhaps, 3,000 to over 10,000.

The CHAIRMAN. Where is it located ?
Mr. DE JoNG. It is located in the city of New York, 85 per cent of

it. The output increased from, perhaps, $5,000,000 to $20,000,000.
The CHAIRmAN. Were you an importer before the war?
Mr. DE JONG. I have alwayA been a manufacturer for 25 years of

these articles in this country, and the article here is an article that I
originated in this country. It is an American product.

The ClAIRMAN. There is no reason why you should not have
been an importer, you understand?

Mr. PE JONG. I do import certain goods, but I am a manufac-
turer, because I do not import except some of the materials, like silLk
and other things I use in the manufacture of my goods. This class of
goods was never made by Germany before the war. This was taken
over by importers and copied by the Germans.

Senator REED. Before you get into that I want to ask a few ques-
tions. You talk pretty fast. I am going to ask you to answer these
questions categorically. This article which you have shown us and
about which you have talked so much is called what? By what name
is it known?

Mr * DE JoNo. An artificial flower wreath.
Senator REED. What is it used for?
Mr. DE JONo. The decoration of ladies' and children's hats.
Senator REED. You have displayedd an article. What is that

article sold for in Germany when it is landed hero?
Mr. DE JO.No. At the present rate of the mark, 40 marks a dozen.

That would be in Germany under the present rate of the mark about-
50 cents.

Senator REED. This wreath comes here and is delivered here at
about 50 centg a dozen?

Mr. DE JONG. It is delivered hero at the German price of that
much. Naturally, the duty has to be paid.

Senator REED. That is duty free. What is the present duty?
Mr. DE JoNo. Sixty per cent.
Senator REED. So' that the article would cost 80 cents, would it?
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Mr. v Jo No. The article would cost, at the present rate of the
mark, duty paid, and covering everything, roughly, about $1.20 a
dozen, including cartage, cases, boxing, express, ani so forth.

Senator REED. $1.20 a dozen landed here?
Mr. vE Joxo. Yes, sir.
Senator REED. And that is after the tariff has been paid?
Mr. DE Joxo. That is after the tariff has been paid.
Senator REED. Do you make this article in the United States?
Mr. DE Joxo. We make a similar and comparable article in com-

petition to that.
Senator REED. What do you sell it for?
Mr. DE Joxa. At the present time an article like that we would

sell for $4.50 a dozen.
Senator REED. Are you selling it at a fair and reasonable profit

or at a high and exorbitant profit?
Mr. DE JONo. We are selling it at a fair and reasonable profit.
Senator REED. How long a time have these German goods-and

I am speaking now of this wreath and similar articles-been brought
into this country from Germany?

Mr. DE Jo.o. Since the armistice.
Senator REED. Notwithstanding the fact that these importations

have been made at the price you state, you still have been able to
sell your goods at a fair profit, realizing $4.50 a dozen for them?

Mr. DE Jose. No; we have not been able to sell our goods. We
laid off our hands and practically closed our establishment.

Senator REED. But you could sell them at $4.50 a dozen and you
can not sell them at less than that?

Mr. DE JoNo. We can sell them at $1.50, but not if the importer
can land them at $1.20. We can make a fair profit of $4.50.

Senator REED. What do you call a fair profit?
AMr. DE Joxo. Twenty per cent.
Senator REED. Then, how much tariff have you got (o have to

make it possible for you to compete with this German article on the
European valuation ? I do not want to get this American valuation
into it at all.

Mr. DE Joxo. Do you mean under the presenu system?
Senator REED. Yes.
Mr. DE JoNo. I see what you want. Senator, you naturally

realize-
Senator REED. Now, that is a simple question. It dccs not

require any argument.
Mr. DE Jo.o. If the mark is 1.25, as it is to-day, the conditions are

different than if the mark is 1.80 or 2 cents.
Senator REED. I am going to treat this with the market just

exactly where it was when we started out with this illustration.
Mr.-DE JoNo. You mean where the mark is to-day?
Senator REED. Where the mark was at the time you made those

iAgures.
Mr. DE JONG. And in order for us to compete with it?
Senator REED. Yes.
Mr. DE JoNo. The duty would practically be the difference. Take

$4.50, our selling price, less 20 per cent profit and the duty would be
that difference. Or if you want to include the profit, then the duty
would be the difference with the profit.
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Senator REED. Then, it would be the difference between $4.50
and 50 centsI

.Ar. DE JoNo. It would be the difference between $4.50 and the
import price of $1.20.

Senator REED. But the $1.20 includes the 60 per cent duty.
Mr. DE JONG. The $1.20 includes the 60 per cent duty.
Senator REED. But I want to get rid of the duty. The article is

produced in Germany at 50 cents.
Mr. DE JONG. Yes; sold to importers at 40 marks.
Senator REED. We are not considering the duty now.
Mr. DE JoNo. The duty on that article would be 400 per cent.'
Senator REED. Let us get back to the question I am asking. I'do

not want to have to spend days on it. The article cost 50 cents in
GermanyI -

Mr. DE JONO. Yes, sir.
Senator REED. The freight and boxing and handling to land it in

this country would be how much?
Mr. DE JrONo. Fifteen to twenty per cent.
Senator REED. Then it would be landed here for 50 cents outside

of any duty. This German article that can be landed here for 60
cents you sell for $4.50, and you want a tariff that will enable you to
get $4.50 for it.

Mr. DE Joxo. No, sir.
Senator REED. So you want a tariff on that article of $3.90, on

an article that costs 60 cents to land here.
Mr. DE JONG. That particular article is not a legitimate article.
Senator REED. Why is it not legitimateI
Mr. DE JoNo. It can not be made in Germany for that price.
Senator REED. I am not discussing that.
Mr. DE JONo. It is the exception that paralyzes our industry.
Senator REED. The exception is the thing you want to present,

and hence you want a tariff high enough to prevent the exception
which you say will paralyze your industry. How much of that
variety of goods which you want this tariff on is there I How many
people are there engaged in making it now in the United States?

Mr.D R JoNo. About 200 manufacturers.
Senator REED. How many people are employed making these

wreaths?
Mk. DE JONG. There are about 10,000.
Senator REED. What are the gross sales ?
Mr. DE JoNG. The gross siles of these 200 manufacturers?
Senator REED. For these articles now that we are talking about.
Mr. DR JoNo. For what time?
Senator REED. What are their gross sales per year now I
Mr. DE JoNG. The gross sales per year before the German article

came into competition were perhaps in theneighborhood of $18,000,000.
Senator RnED. Of this particular article?
Mr. DE JoNG. No; the entire line of artificial flowers and feathers.
Senator REED. But when you speak of the entire line of artificial

flowers you are speaking of things similar to the sample you have,
produced?

Mr. DE JONG. Everything in that line.
Senator REED. There are 10,000 people employed?
Mr. DE JoNo. Ten thousand people.
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Senator RP.Ev. And the American people pay about $18,000,000
at wholesale. Is that right?

Mr. DR JoNG. For the product; yes.
Senator REED. And there are only 10,000 people in it for $18,000,-

000. How much do you pay those 10,000 people in salaries I
Mr. DE JONG. An average of $22 a week.
Senator REED. How much would that be I Can you tell me ?
Mr. DE JONO. I did not bring the figures with me, but I have them.

The pay roll in my establishment is about a quarter of a million dol-
lars.

Senator REED. But your establishment that you are talking about
is not engaged alone in making these flowers, is it ?

Mr. DR AoNG. That is the only thing.
Senator REED. You pay $22 a week.
Mr. DE JONO. On an average.
Senator REED. Does that include office pay roll and everything

else?
Mr. DE JoNo. No; that includes the actual girl workers. The floor

leaders get $50 and $60 and $100. The shipping clerks get $20 and
$25. Others get in proportion. I am speaking of the girls that
actually do the work. Colorers get up to $100.

Senator REED. You pay, then, on an average of about $3.66 a
day, and there are 300 working days in the year. Do they work 300
days?

Mr. DE JONG. No; they work on an average of 47 hours a week.
Senator REED. Will you give me the wages when you return after

recess, the wages of these 10,000 people, per annum?
Mr. DE: JoNo. Do you mean before this class of goods came in?
Senator REED. Yes; when you were running at full speed. And

I want to know the number of people employed and the wages paid
to them now.

Mr. DR JONG. All right.
The CHAIRMAN. The committee, under the program, will stand ad-

journed until half past 2 o'clock this afternoon, when the other gen-
tlemen who are here to be heard will have an opportunity, I hope.

(Whereupon, at 12.30 o'clock p. in., the committee took a recess
until 2.30 o'clock p. m.

AFTER RECESS.

Senator McCumn!ER. Mr.de Jong, you may resume your statement.

STATEMENT OF JACOB DE JONG-Resumed.

Mr. Pb Joxv. Mr. Chairman an,] gentlemen of the committee,
T understand the argument has been made that $130,000 000 worth
of goods are imported through parcel post, and that there is no
,real provision or method to assess duties on them as they come
practically at all post offices. In reference to that I want to intro-
duce to your cofmittee a circular received from a flower manu-
facturerin Germany, which has been mailed to thousands of American
merchants, and that states that he is ready to submit and send us
photographs of all his samples and sample quantities of German
powers, an assortment valued at 1,500 marks, consisting of flowers,

I
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fruit, leaves, etc., ranging from 15 to 70 marks a dozen. Fifteen
marks a dozen for German flowers under the present rate of the
mark is less than 20 cents a dozen and less than 2 cents for each
flower.

He states further, and this is in English:
Order your sample colle.-tion to-day and inclose check with order, and I ship all the

"oods by parcel poet free of packing, insurance and delivery charges, and thereforeyou do not need any broker. By arrival of the goods in your country you will receive

a notice from the pot office in your district saying the amount of duty you have to
pay, which is very little, and you simply get your package.

With that amount of goods in our land coming in through parcel
post it presents a difficulty that is to be considered.

Under the new administrative provisions of the bill as passed in
the House there is a provision for that. I will read it to you; it is
section 506. [Reading.)

Merchandise treated as not imported. Merchandise not exceeding $100 in value,
merchandise damaged by fire or marine casualty on the voyage of importation, articles
imported through the mails.

It further provides that the Secretary of the Treasury may provide
such regulations as to govern such imports and therefore under the
provision of this now law the Secretary of the Treasury may provide
a certain method by which such parcel post packages should pay the
proper duty.

As to the principle that practically is on trial here to-day, the
assessing of duties on American valuation, if we look closer into it,
affect a very small percentage of our imports and when you take
into consideration that the present system under which we are now
working acts practically as an embargo on the manufactured goods
of those countries which have a higher labor cost, and if we by sta-
tistics see that the very countries which we practically exclude from
our markets on certain articles are our largest customers, we realize
the situation more clearly. During 1921 our largest customer was
the United Kingdom, with $1,825,000,000; the next is Canada,
with $871,000,000; France with $676,000,000, Cuba with $8515,000,-
000, Japan with $377,000,000, Italy with $371,000,000, and Germany
with $311,000 000, and so on.

There you have the list of our largest customers, and where we
consider the vital-

Senator McCuMNBER (interposing). Are these exports to or ex-
ports from?

Mr. DE JONO. These are our exports to foreign countries, and the
reason I state these figures is that under our present system of
levying duties regardless of depreciation of foreign currency, we
practicGlly exclude those countries which are our largest customers
from dealing with us on certain goods. Germany has renlaced
France in practically 75 per cent of the merchandise that France
formerly exported to our country. In our line alone not many
years ago France exported to the United States a far larger amount
than Germany, but since the war and since the armistice Germany
has practically driven the French producers in our class of goods
from our markets, and she to that extent controls the American
market.

Now, if we have in mind that we desire to continue our exports
and that we must import manufactured goods in order that foreign
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nations will be able to pay for the raw material or such as they need
from us I believe our first consideration is for those countries who
are our largest customers and who we are most vitally interested in,
so far as our exports are concerned.

As to the imports of articles which are naturally vitally con-
cerned in the present method that is proposed for levying duties
the largest amount of such imports is sugar, which is in excess R
$1,000,000,000; and as far as the American valuation is concerned
that practically can be left out of consideration.

The next largest imported article is raw silk, $284,000,000. As
far as the American valuation is concerned, those imports would not
be affected.

The third largest item is coffee, $252,000,000. As far as Ameri-
can valuation is concerned, it will not interfere with those imports.

The fourth is hides and skins, $243,000,000. The question of
duty on that is perhaps still open to a certain extent. To my mind
the American valuation on that item plays no important part.

The next largest item is india rubber, manufactured, $242,000,-
000. Surely that is not within the range of any disturbance so far
as American valuation is concerned.

The next largest item is cotton, manufactured, $138,000,000, which
is mostly imported under a compound duty, partly specific and to a
certain extent ad valorem, and is only slightly affected by dhe Ameri-
can valuation.

The next largest item is wool, unmanufactured, $126,000,000, not at
all affected practically by American valuation.'

Eighth among the chief import articles are the articles returned
which are .the growth produce, and manufacture of the United
States, to the extent of $96,000,000, which certainly is not affected.

The ninth article is wood pulp, $89,000,000, not affected.
The next is burlap, $89,o00,000, which is but slightly affected;

furs and skins slightly affected, $88,000,000.
Tobacco, manufactured, $81,000,000, is not in the slightest degree

affected.
Wheat, $75,000,000, is not.
Flaxseed, or linseed, $74,000,000, is not.
And. thus we gp oa, practically through $5,270,000,000 of our

total imports-four billion and ahalf will not be in the slightest
degree affected by reason of American valuation.

§o then we come to other items which have to be taken in con-
sideration in regard to the American valuation, and if you distribute
it amongst the countries it is surprising to know that our largest
imports from any one country is Cuba, with $721,000,000. The
business with Cuba in regard to those imports of $721,000,000
would not be in the slightest affected by the adoption of American
valuation.

Canada, $611,000,000. Canada would be benefited by the Ameri-
can valuation, and, in fact, the United Kingdom, with $513,000,000,
would be benefited; Japan perhaps not but so on through the list
we fijid no serious obstacle so far as the fundamental imports and
exportation interest of this Nation is concerned in the application
of American valuation.

New York as a port receives $2,890,000,000 of our imports, or more
than 55 per cent, and it was conceded and recognized that among
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those imports in the port of New York all articles which comic under
the classifications and will be affected by American valuation are
practically centered in that port. In other words the trouble and
aiffieuitythat will be presented by the adoption will be centered in the
city of New York, and there is no doubt in my mind that the force
necessary for the proper ascertaining of American value in the imports
in the city of New York does not ofer insurmountable difficulties.

The question has been raised, "How can the importers continue
in business under the American valuation system" I have given
that serious and careful consideration. I have compared some of the
schedules of the Underwood bill with this new bill and I have found
in such articles where the differebee in labor and fabrication is large
the duties under the American valuation will be perhaps larger than
under the general rates of the Underwood bill but in no case in
excess of the difference between the cost of production in the coun-
try from whence those articles are imported, compared with the
cost of production in our own country. And as we have agreed not
only in the Republican platform, but in the last election and by
every assertion that has been made by the most responsible man in
our Government, that the domestic manufacturer is entitled to that
degree of protection that he can meet his foreign competitor on equal
terms in our own markets, we must agree that no American can
object that the duty should be fixed at the difference in the cost of
production.

We, as American manufacturers, can meet all the world in compe-
tition. We could meet those low countries if we could produce our
labor on the same level. But what would America gain it we reduced
our working people to the lowest level? Suppose we followed the
example of Germany; deliberately depreciated our currency in order
that we can export our products to all parts of the world at a lower
price? Germany's policy necessarily requires that she keep her cur-
rency valuation down, because with that depreciated currency she
gets production, she pays her labor, and the fact must be apparent
to every thinking man who has studied the situation that to-day
Germany has an advantage.

I have the latest issue of the most important papers of Germany-
Dresden, Leipzig, Berlin, and all centers, which I get daily-and they
are filled with advertisements. Some of the factories have more
American orders than they can possibly fill. Some factories have
orders to run six months ahead. In our own particular line of busi-
ness every importer in the United States and those that have never
imported that class of goods before have taken a trip to Germany,
and they have placed their orders for the spi-ing of 1922 for these
German products, and all the manufacturers in our line of business
in Germany are overwhelmed with orders; in fact, enough to carry
them through the season of 1922.

And, Mr. Chairman and gentlemen of the committee, you as Sena-
tors of the United States, whom I know have at heart the interests
of this Nation, there has not been given an order to an American man-
ufacturer in our line for similar goods for the next spring 's season's
business as far as I know; and, nevertheless, those same buyers that
all flocked to Europa for those cheaper German goods to replace the
American products were only too glad and too happy that when the
German product could not be imported into the United States that
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the domestic manufacturers created an organization, invested
capital, built plants, in order that they should supply fairly the de-
mand of these wholesalers in America for that class of gooas. I do
not think that any wholesaler in America will say that the flower
manufacturers and feather manufacturers in the United States have
taken the slightest advantage of the situation during the war. We
have produced the most perfect goods, better than any that we have
imported. True, we could not sell them as cheap as Germany can
produce them with the mark at 1* cents. But we sold them at a
close profit. We made the business prosperous, and the millinery
business during that period had the most prosperous, the most profit-
able experience that it ever realized since its existence. While to-day,
with all the cheap German goods piled from the floor to the coiling
in all the importing houses and filling up the warehouses the demand
is practically nominal.

MY experience is that higher tariff in no sense prevents the impor-
tations; that the cheaper a foreign article can be landed in this
country, the poorer business conditions prevail. It is the nature
of the people of this country that a cheap article destroys the pros-
perity of our industry. I have never seen this country prosperous
wvhen goods and merchandise were dragged to the lowest level.

I have seen this country prosperous and grow to be so prosperous
that it became the creditor of all the world when the goods were the
highest that the nation ever knew. I think McKinley was right
when he stated that "cheap goods make a cheap country," and
while I am on that subject, Mr. Chairman and gentlemen, assuming
we can land all these German goods so cheap, and have our working
people out of employment, our industry stagnated, where is the
public that is going to buy those cheap goods, whether an article
that used to cost 50 cents can be sold for 10 cents, the working man
and woman will have to have 10 cents to buy it with.

Senator McLEAN. After you have driven the American out of
business the German goods would not remain at the low prices?

Mr. DE JONo. The German manufacturers in our line have a very
strong combination. They are now determined to conquer our mar-
ket. They can do it, because they have the tremendous advantage
of cheap labor, and in this class of goods labor cost of production is
75 per cent of the value of the article. So we in our line are con-
fronted with the greatest difficulty.

The German, when he has destroyed our organizations, naturally
under such conditions will raise his prices. Germany could
before to-day have raised its currency to a fairer basis. France
suffering, bleeding, practically prostrate, a nation that has suffered
more, as well as Belgium, has maintained its currency on a fairer basis
than Germany, because they do not print so much. Germany con-
tinues that currency. From 2,000,000,000 paper marks in circulation
it has increased it to nearly 88,000,000,000 marks, and I see by the

,German papers to-day the more the people of Germany are empoyed
in industry and the more paper currency it requires to pay them, the
more the Germans print, and the lower that currency gets. You will
readily see that by the conditions that prevail. Germany is busy
now; she is prosperous, and yet the marT is at a lower level than
last year this time, and at a lower level than it was when she was not
busy. It is to her interest to have that situation exist now.
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Mr. Chairman and gentlemen, so far as the application of the
American valuation system is concerned, there has een a great deal
of discussion and difference. The opposition comes from the im-
porters; it does not come from the manufacturers of this country.
The opposition comes from some. of the appraisers, whom I believe
are sincere and honest in their testimony.

The advocates are the American manufacturers and the real advo-
cates, Mr. Chairman and gentlemen, are the millions and millions of
working people in this country.

While I have no authority to speak for them, and while I do not
assume to speak for them, when lrleave this hearing and go back to
my factory in New York, where my employees are on hal time, in
order that I may still perhaps see the light to come, I will watch these
proceedings, and unless, Mi. Chairman and gentlemen, something is
done to overcome this great depression of foreign currency, we as
domestic manufacturers will have to discontinue a business that has
been built up for 20 or 30 years. There is no question about that.

Just before leaving I spoce to three or four of the largest manufac-
turers in our line, and every one was unanimous that they were going
to stick it out until January, and if they can not get orders and can
not get reasonable prices-and we are willing to work close-they
would have to discontinue.

Senator MuLr x. Do vou think .the revision of the tariff is as
important as the revision'of the revenue law?

Mr. DE JONO. I think the revision of our taxation system is not as
important for the future welfare of this Nation as the tariff. What
difference does it make what taxation you adopt, whether you have
an income tax, excess profits tax, an excise tax, or sales tax, who are
you going to tax I If it is true that the ultimate consumer pays all
the taxes, where is he going to get the money to pay them* with
when he is out of work The subject that first must b6 attended
to is that American industries can thrive and exist, and that people
can be employed.

Senator MoLEAN. You think the patient ought to have a little
more nourishment before we open now arteries?

Mr. DE JONo. I think before you can tax the American people by new
methods, you better give thim the opportunity to e.rn the money
by wbiich ihey can pay the taxes that are thus t6 he imposed. Going
t6 the application of'the American valuation, while it may present
some difficulties in the beginning, any article that is not comparable
or competitive with foreign goods as far as the American article is
concerned-for a moment we will leave that out of the question-so
far as the imported article is comparable and competitive there is no
question about the a ppraisers arriving at the wholesale American
cost. Why should there be? So, as far as the comparable and
competitive article is concerned, there is not any great difficulty.
They clailn that the difficulty arises where there is no comparable or
competitive article. The provision, as the new bill states, gives the
Treasury Department the power to make such regulations as can be
easily enforced. Any importer who imports merchandise does know
the rice at-which he is going to sell it, for that is the fundamental
principle of all business. As an importer of merchandise, I know if
it cost me so much, and the duty is so much, I can sell it for so much,
and I can compete for so much, even if the article has never been
imported into this country.
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I will give you an instance: I have a cloth here known as "arti-
ficial plush." This was used in our industry to a great extent during
the war. It was manufactured in this country by only two concerns.
Germany never made it. Since the armistice the German manufac-
turer was over here. He took a Aample of this domestic artificial
plush to Germany; in fact, he took it to Crefeld, in Westphalia.

e came to me, as I ama large user of that article, and as have
always used the domestic article, and offered me a price $1 below
the then prevailing price of the American market.

Senator MCLEAN. What unit?
Mr. DE JoNo. A yard. I informed Sydney Blumenthal, who is one

of the largest manufacturers of pile fabrics in this country, and Mr.
Winpfhoimer, of Winpfheimer & Bro. I told them, "I am going to
order some of this cloth, and I am going to show it to you when it
comes in." The price was fixed at $4. When the doniestic manu-
facturers found out that the German maker was going to sell at that
price, they reduced it, and the result is to-day that the market price
in this country of that cloth is $3.50 a yard.

Senator McLEAN. Right there, I want to offer a suggestion. It.
has been claimed here that if we adopt the American valuation plan.
it will permit of pyramiding the prices in this country.

Mr. DE JoNO. No. I will give you an instance right here, Senator.
Senator McLEAN. Yes. If we publish the Amercan valuation on

the wholesale price, will not the tendency be to decrease the retail
price rather than increase it? .

Mr. DE JONO. I will demonstrate that to you, using this cloth as an
example. The American valve of that cloth is $3.%0; the German.
p rice is 150 marks a yard. .n the Underwood bill artificial silk
fabrics are under an ad valorem duty of 60 per cent. At 150 marks
a yard, at the present rate of exchange, 1.30, the German cost is
about $2; duty at 60 per cent would be 1.20, making a total landing
cost 3.20 under the present Underwood bill.

In the new bill, as passed by the House, and at American valua-
tion, let us see what the result is: Under the new bill the duty is
compound, 45 cents a pound and 371 per cent ad valorem. I took
the trouble to weigh this merchandise, and I weighed it in comparison
with the domestic article as printed on the goods, and I find it weighs
a little less than 8 ounces, and this comes under the provision which
is 45 cents a pound, which niakes 22 cents a yard. Add to that 371
per cent of the American valuation of $3.50, and it would make it
371 per cent bf $3.50, or $1.52, and add 22 cents, making the total
cost under the American valuation $3.52.
• You see that if the American manufacturer should raise the price
on that to $5 what would be the result. The duty would bie so
much increased naturally, but the German article would still be
only 150 marks, and he could undersell the domestic manufacturer,
andhe would not have a chance; we would not think of buying it of
'him; we would import it. .

Senator McLEAN. I can see that. But we know that the spread
between the wholesale price of goods and the retail price is inde-
fensible in many cases. Will not the effect of adoptirig the Ameri-
can plan be to publish to the world wholesale prices and make it
unconscionable for a great many dealers to charge the retail prices
they now charge V
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Mr. DE JoNG. If we ascertain through Government energy and
supervision the wholesale market price of every commodity and
article in this country, and once that is firmly established gentle-
men, you could write a tariff bill in four weeks without any difleulty
whatsoever, giving careful consideration to the amount of revenue
that the Government needs, giving protection reasonable in every
respect to the domestic manufacturer, and having due regard to
fixing the duty at such a rate that the importer can import it to the
greatest extent that will do the least pos ible harm to domestic
production. That is the natural result.

And what would be the further result? With men like Hoover
and others, we could, through governmental instrumentality, ascer-
tain the reasonable wholesale market prices of our commodities and
articles in this country-the whole world will have to follow our
example and our own manufactured products could be shipped
throughout the world on this principle and could meet in competi-
tion .with products of any nation.

What have we now I We have an impossible situation. I have an
article here that is manufactured in Germany that is also manufac-
tured in France. It is identical, it is comparable, it is competitive.
It cost double as much to make it in France by reason of labor con-
ditions; it cost half so much to make it in Germany. We buy it in
Germany, but can you tell me on what fundamental principle of
justice and fairness we should charge France double the amount of
duty for the privilege of selling their goods in our market compared
with the German Is it not contrary to all the dictates and intelli-
gence of American justice and fairness to those who want to do
business with our market?

Senator GERRY. But you just stated that that imitation plush was
sold for the same price by the Germans and by ourselves; did I under-
stand you correctly ?

Mr. DE JONG. No. The price in Germany is 150 marks, about $2
under the present rate of exchange. I want to say-

Senator GERRY (interposing). Did you not state that it sold here
for $3.50?

Mr. DE JONG. $3.50 a yard.
Senator GERRY. And that the American goods were also now selling

for $3.50 a yard ?
Mi. DE JONG. American goods also offered at $3.50, the wholesale

market price.
Senator GERRY. You are selling at the same price?
Mr. DE JONO. No; $2 is the German price.
Senator GERRY. That was the point I was not clear on.
Mr. DR JoNo. I am getting a shipment of these goods made by a

manufacturer in Germany, t!ie only people in Germany making this
article to-day. It. was never made in Germany before.' He fixed the
German price at 150 marks. He gave me practically to understand
that if I wanted to control this article thathe would arrange a price
with me.

I want to ak you aentlemen what is the foreign wholesale market
value of this cloth--Ie rice that the German individual manufac-
turer arbitrarily fixes? Well, suppose it is not sold in the German
market at all, and the American appraiser when it comes to the cus-
tomhouse wants to ascertain what the wholesale price in Germany is,

I I
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when the article is not sold, is not it between myself and the Ger-
man manufacturer to fix the price arbitrarily? And in spite of all
your custom laws, and all the power that you have at your command,
and this perhaps undervalued 100 percent, you have not the evidence at
your command to prove undervaluation. How is the appraiser here
going to ascertain what the wholesale market price of this cloth is in
Germany I Suppose another manufacturer makes it and offers it at
200 marks and two or three others make it and charge 200 marks,
and I go to this man and take the entire output at 100 marks, which
is the wholesale market price in Germanyt And yet when my article
comes in at 100 marks, the appraiser'lets it go through. To-day
everything passes the customhouse unless the appraiser ias informa-
tion to base real foreign value on.

There is not any question about that, gentlemen. Whether the
article is undervalued or not, it passes the customhouse. I do not
say it is deliberate, fraudulent undervaluation. I do not believe it.
I believe the American importers, as well as the American manufac-
turers, have a sense of honor. But if I get this at 100 marks from a
legitimate manufacturer, although the wholesale market value in
Germany is 200 marks the law does not presumably enable the ap-
praiser 'to ascertain the wholesale market value in Germany. I
simply pay the manufacturer and make out a sworn invoice that 100
marks is the German wholesale market price, because I believe it to
be so, and what is the customs official going to do about it?

We manufacturers in New York, and our employees, including
many irls, marched in the Harding parade, and I marched at the
headrof them, and we shouted for luture American prosperity and
protection; were reviewed by the Vice President. Of those enplov-
ees, many bought Liberty bonds, and among the manufacturing
employees a great many pay income taxes. The entire thing is up
to you, gentlemen, as far as our industry is concerned.

Senator MOLEAN. The income tax will not worry you.
Mr. r) JoNo. We will not need to pay any. We do not have to

pay any. We are losing money. You can not collect it from a
business man who is losing money; you have got to collect 'it from
a man who is earning money. I have an article printed in a German
paper, "the Berlin Tageblatt, about this very question concerning the
tariff, and it states that the Repuldicans are fighting among them-
selves over the bill, and that the chances are it"looks like there will
not be any tariff bill for a year to come. That is the situation.

Senator WATSON. I do not think you need to discuss that question.
The matter before us is only one of American valuation.

Mr. DE JONO. I wi[l confine myself more directly to the application
of it as I have been a strong advocate in New York of this.

I know of no other method by which the depreciated currency can
be overcome. The provision I suggested, that the duty should be
paid on one-third of the current value of foreign currency, was
thrown out, although Canada, not as strong a protective country as
ours adopted afterwards a law that duty must be paid on German
goods at the rate of 50 per cent of the actual market value of the
?oreic' currency. In other words, German goods can not be im-
ported into Canada unless they pay a duty of 12 cents the mark.

Senator MCLEAN. The importer pays 5O cents to the Germans and
pays the other 50 per cent into the British treasury, and they send

Pr
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him a receipt for the rest of it, and if the German gets anything,
the other 50 per cent of it, he gets it out of the German Government I

Mr. DE JONo. Yes; he is supposed to get it out of the German Gov-
ernment.

The application of the American valuation is a new policy, and to
a certain extent revolutionary. It is not as revolutionary as the
conditions that confront us, in view of the world situation. Nothing
ever existed as revolutionary as the conditions with which the world
is confronted to-day. This application of American valuation is in
no sense as revolutionary as that. If it is an antidote for a serious
condition, so much the better.

Can it be sensible, and can it be properly applied?
As I stated before, to my experience and thinking-and I have

been active in four different tariff revisions-to ascertain the whole-
sale American value of an article, if it is made in America, takes
the customhouse appraiser 10 minutes to find out what the wholesale
market value in this country is, as he is supposed to be a specialist,
and he knows he only has to ask Sidney Blumenthal or other manu-
facturers, "What is iti" and that is the price at which it will enter.

Senator WATSON. At those other tariff revisions in which you par-
tici ated, you did not advocate the American valuation I

Mir. DE JOxo. No; conditions then did not seem to warrant it.
Senator WATSON. You do it now because of the rate of exchange ?
Mr. DR JONo. I do it now because I know of no other methtod that

can be applied to remedy the situation.
Senator MoLVAN. How are you going to fix a tariff that will lro-

tect u. against Germany that will not (cparate as an embargo against
the countries where the currency is at par?

Mr. DR JONO. Senator, we are confronted with conditions that you
can not fix. You can not fix an ad valorem duty on a great many
of these manufactured goods that will work in the same method and
in the same percentage two years from now as it will now. In other
words, the conditions that confront you prevent you from fixing an
ad valorem duty that will cover until you can rewrite the tariff.

Senator MoLEAN. Did you hear the proposition advanced by Mr.
Davis?

Mr. DR JONO. I did.
Senator McLEAN. What did you think of that?
Mr. DR JONo. You mean the proposition in regard to the American

valuation in an easy way ?
Senator MoLzA. Graduated.
Mr. DR JONG. I think it is sound. I would suggest that the Treas-

ury Department issue an entry slip, which should accompany the
foreign sworn invoice as to the actual price paid, regardless of what
the wholesale price is over there, and that entry slip should state
by the importer the price which he pays tthe amount of duty, the cost
of landing, the cost of containers andthe price at which lie is going
to sell it, and on that he pays duty.

I defy any importer here who imports an article from any part of
the world who does not know what that article is going to cost to
land and does not know what he is going to sell it for under this new
method as well as the present system. in fact, under the American-
valuation system he is surer and more certain what that cost is, as
currency changes will be greatly obliterated.
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I have imported a certain article from Gernany, and I gave the
manufacturer an order for a large quantity when the mark was 1.50.
I received a shipment when the mark was 1.80, and I paid that.
I received a shipment of the same identical goods and the mark
was 1.20. How does any importer know what the German goods
cost him to landI There is no such thing; it is a gamble and specu-
lation because there is no stability in foreign currency.

Unaer the American system he will anyhow be relieved of that
gamble, because he knows just exactly what his duty is going to be
when he buys the goods on the other side, and if he does not know
what the price is going to be in the wholesale market, then why should
he import the article?

From that point of view the method can be immediately applied.
The now law provides that if the entry that is made is unsatisfactory
to the appraiser that he notifies the importer and the importer has 10
days' time to get together with the appraiser. If he still finds fault,
it goes to the Board of General Appraisers, and they can take testi-
mony from fmerican manufacturers and from- other importers, and
they can arrive in 20 days at the actual market value of any article,
rand that is binding according to the new law, because that is a matter
of fact. It is not a matter of law and appeal; that is not necessary,
because it establishes it under the law and by regulation.

Senator McCUMBER. I simply want to state that you have spoken
for nearly an hour this afternoon and our time is limited. We have
a certain number of witnesses which we must get through with, and
I would ask you to be just as brief as you can.

Mr. DE JONe. Mr. Chairman, as I view the situation just now, the
position is this: The House has passed the bill. Mr. Fordney, Mr.
Longworth, and Mr. Tilson, and others, in their earnest desire, and
with no other intention than to protect home industries, the principle
of the Republican Party, have included in the bill the American valua-
tion. All the rates are based upon it. This hearing is held, I pre-
sume, for the purpose that your committee can report to the Senate
the adaptability of that, because if you decide against the American
valuation you will have to rewrite the entire bill. That is the nature
of the situation.

Senator MCCUMBER. We all understand that.
Mr. DR JoNO. Now, if the bill is thus changed by the Senate and the

American valuation is thrown out and the rates are rewritten, it
i ould take months and months of labor. It took the Ways and
Means Committee six months. It is voluminous; it is a great piece
of work.

It then goes to conference in the House, having been adopted by a
majority larger than any tariff bill ever received on a policy or
method for ihe application of levyino duty upon a certain system,
they either wouldhave to surrender oi tiave to insist that that is the

'only and true policy that they know, and we have a situation that
there will not be any tariff legislation for a long time to come.

I hope your committee will see its way clear to adopt it.
I think we can try it. I predict gentlemen, that the dangers, as

far as they confront us, are very slight, and it is my firm opinion, as a
man of experience, that once this sys ten is thoroughly established
that the strongest advocates will be the importers, because they
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will then control the importing of those goods instead of everybody
im orting them.

in conclusion, gentlemen, I hope that this bill will pass the Senate
with the American valuation. ?will stake my reputation on it that
the method can be applied if the Government sees fit to apply it

I just want to give you one instance. I complained to the Treasury
Department about those flowers having been imported under the
dumping act. A representative from the Treasury Department
visited me. I showed him the article we manufactured in comparison
with it. I showed him my calculation, and how I arrived at the
wholesale price of my article, and this representative of the Treasury
Department told me that for the first time he commenced to realize
how the Treasury Department can take action. As far as I remember,
and as long as t have bean in business I have never, as a domestic
manufacturer, been in contact with the customhouse department,
nor have any appraisers in the customhouse, been in contact with
the American manufacturers. Mr. Davis has stated here that as an
American he is in favor of giving Americans protection. He is
certainly not opposed to the American manufacturers. These
appraisers have never been in contact with us. In one hour they can
learn more in-our factories and from our books and our calculations
about real values than they have learned in a hundred years from
foreign valuation.

One man in Germany is supposed to ascertain foreign variations;
six men in the entire world. It is an utter impossibility. I thank
you.

Senator MCCUMBER. We are much obliged to you.

STATEMENT OF PATRICK H. QUINN; PROVIDENCE, R. I. RBPRE-
SENTING AMERICAN LACE MANUFACTURERS' ASSOCIATION.

Mr. QINN. Mr. Chairman, I am an attorney, but I am not appear
ing here in my professional capacity. I am president of the American
Lace Manufacturers' Association. I come from Providence, R. I.

Earlier in the day Mr. Rafter appeared and was temporarliy
excused by the chairman on the theory that he appeared as profes-
sional counsel for the Lace and Embroidery Association. I would
just like to call your attention to the fact that the Lace and Embroi-
dery Association does not include the lace manufacturers. They
import lace. There is that difference between the organization
represented by Mr. Rafter and the one represented by myself.

The lace manufacturers of the Unites States are engaged in an
industry that largely came into existence under the Payne-Aldrich
tariff law. For one year it took off entirely the duties on lace ma-
chines, and a number of us who earn money by practicing law and
doing other things were innocent enough to invest in lace machinery,
and we have been trying to pay for it ever since.

The industry is distributed in seven states-Rhode Island, Con-
necticut, New Jersey, New York, Pennsylvania, Ohio and Illinois.
Those are the seven States of this country where these lace machines
are located. A very large representation is in Senator Gerry's State,
probably 40 per cent of the levers go through machines in this country
to-day are in Rhode Island.
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A great deal has been said here in the way of suggestions princi-
pally by Senator Smoot and Senator McIean, as to whether any
man appearing before this committee had anything else to suggest
as a substitute for the American valuation plan that would fit present
conditions. I have awaited an answer to that question. The
question, was asked, too, before the Ways and Means Committee,
and the only approach to an answer to that question has been made
by Mr. Davis, of New York, who has, as I understand it, suggested
thie American valuation plan, but who says, "Give it to us in small
doses; cut, off the tail of the dog in inch pieces so that it will not hurt
so much." His plan is nothing else than the plan that has been
proposed and is entitled "the American valuation plan."

In the very few minutes that I shall take to address you, Mr.
Chairman, I want to say that entirely aside from my ad="ative
answer to Senator Smoot's and Senator McLean's questions I know
of no other plan whereby you can construct a tariff to-da that
will give us the same protection against Germany that it would give
us against England or France. Entirely aside from that, I want
to go on record as absolutely supporting the American plan for
assessing an American tariff scientifically, legally, practically, and
from an American standpoint. To my mind it is the proper method.

I have listened with an open mind- in the House and here for ob-
jections to this plan, and I beg you to understand, Mr. Chairman,
that I am discussing it entirely aside from the standpoint of schedules.
It seems to me that the hearing has drifted sometimes to a discussion
of schedules.

I. am not prepared or qualified to discuss schedules with you.
I would support the American plan regardless of whether you are
framing a so-called protective taiff or a tariff for revenue only.

Mr. Davis is undoubtedly a very able representative of one branch
of our Treasury Department, and he showed by his answers to
Senator Reed this morning that he is not biased in the matter
when he disposed of Senator Reed's suggestion that has been made
so many times that. American manufacturers could pyramid prices.
Notwithstanding that, to my mind it was almost Iumiliatmg to
have an able representative -of our Customs Service express so very
little confidence in the ability of Americans to do in this country
what the average salesman can do in any line without effort.

Fortunately for me because I can not discuss many branches of
the tariff, he selected, in his opening remarks, the lace industry.
He made a statement to you that was, or might have been, intended
to overwhelm you with the notion of the amount of work these
men have to do there and with the tremendously increased amount
of work they would have to do under this plan. He said, referring
to the lace industry, "In the customhouse we sometimes have to
have in mind 500,000 different numbers." Now, that was a stag-
gering statement on the face of it. It would lead you to suppose,
if you knew nothing about the lace industry, that it represented an
inhuman task. What is the fact? Those numbers do not mean
much. The lace manufacturer gives a different number to every
pattern he makes on his machines and there are thousands of num-

ers given to the same width of face made of the same yarns, the
same texture, the same weight, woven on the same machine and
sold at the same price.
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Senator SMooT. It is simply a change in pattern I
Mr. QUINN. Surely.
Senator SMooT. The same as we do with woolen goods.
Mr. QUINN. One piece of lace 11 inches wide might have fisheyes,

another might have a diamond design, and still another a shamrock,
or something of that sort as a figure in the lace.

Senator WATsox. Nevertheless that would necessitate a com-
parison, would it not ?

Mr. QUINN. Not a comparison as to value.
Senator WATSOn. No; but in order to find out whether they were

comparable.
Mr. QuiNN. Yes. But when you found that it was 32-carriage

lace, and we speak of it in that ay- _
Senator WATSON. But they would have to find it out first?
Mr. QUINN. Yes.
Senator WATSON. I understood him to say that that was a great

deal of work, but not that, it could not be done. He said there
was a great deal to do in making these tariffs. While I am in favor
of the plan, I can conceive that there would be a great volume
of work.

Mr. QUINN. If he meant to suggest for a moment that the 500,000
numbers meant 500,000 comparisons, or if the Senator from Indiana
believes that to be the case, Iwill say that it is not so.

Senator Smoor. Mr. Davis did not mean that, I am sure. He said,
as you have since stated, that there may be in one figure 500 different
patterns costing exactly the same to make. The only question is as
to the construction and pattern.

Senator WATSON. Let me ask Mr. Davis right here just what lie
did mean.

Mr. DAvIS. I meant just exactly what I said.
Senator WATSON. You meant what Y;ou said, but what did you

say, and what did you mean when you said it?
fr. DAvis. Of course, the figures I gave of 500,000 cover a wide

range of numbers coming from various sources. They have different
numbers. It is true that laces of the same width may be valued at
the same price. However, there are different patterns. One manu-
facturer charges a certain price for his particular pattern as distin-
guished from the price charged for the same width by some other
manufacturer. To prove what I have said is correct, if this gentle-
man will go to the New York appraisers' office and go to Mr. Yardley,
he will find that he is using 1. different books for the purpose or
recording this great range of-numbers.

Mr. QUINN. Fourteen books?
Mr. DAVIS. Yes.
Senator SMoor. Let us take one manufacturer. Take the lace

manufacturer represented by the witness here.
Mr. DAVIS. Yes.
Senator SMooT. He has a lace that is 1 inches wide. Perhaps lie

is making 40 patterns of that lace.
Mr. DAVIS. Yes.
Senator SMoor. Those 40 patterns cost the same.
Mr. DAVIS. By one manufacturer.
Senator SMoor. That is what I say. They would not try to com-

pare the same kinds of patterns with the laces that he has and have
40 different valuesI
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Mr. DAVIs. But this examiner has not only got to take the prices
of one factory but the prices of all the factories and find out which
is the proper market value for the different laces of the different
widths, and consequently he has to consider all those prices. I am
not an expert on laces.

Senator Smoor. I suppose the lace people mark their lace just as
we would mark woolen goods-the same stock, the same weave, the
same weight, the same finish, and the same price. We have a lot
number for that class, but every style in it has a different number.

Mr. DAVIS. Yes.
Senator SMooT. But the value is exactly the same; the cost is the

same; the selling price is the same. You do not go into tho question
of each one of these styles.

Mr. DAVIS. I merely based my statement on the fact that the ex-
aminer is recording thousands and thousands of these numbers on 14
large books; that is, he is recording the prices, and he is using five
clerks to do it. His range is running into 500,000. Just what the
details are I do not know.

Senator McLEAN. That is under the present systemI
Mr. DAVIs. That is under the present system.
Senator MoLEAN. We are trying to find out the foreign value.
Mr. QWUNN. I was just about to make the observation that Senator

McLean made. That is the burden under the present system. Let
me say to you in answer to that that there are three or four men in
the room interested in this matter, and these men could provide you
with two or three salesmen who in a week's time wouldbe able to
furnish you the accurate selling price of every kind of lace that has
passed through the customshouse in the past six months. It is
perfectly absurd to tell those of us who try to sell goods that it is
impossible to find the American selling value of lace.

Senator McLEAN. How long would it take you to furnish that in-
formation? It would not take more than 24 hours?

Mr. QuiN. I say that a couple of lace salesmen in New York,
which is the principal market for lace in this country, inside of a
week's time could furnish you the market value of every kind of lace
sold in New York.

Although I do not appear as a lawyer, I can not entirely disas-
sociate my lawyer ideas of things from the argument of this ques-
tion, and from the standpoint of a lawyer it seems to me pitiful
that an American tariff law should depend for its honest enforce-
ment and complete enforcement upon evidence to be collected
in scores of foreign countries where we have absolutely no power to
compel the production of that information and where when we get
that information we get it notwithstanding the smoewhat natural
antipathy of the foreign manufacturer, the foreign trade organiza-
tion, the foreign boards of trade, as will be shown bya letter introduced
'by Mr. Burgess and in opposition to the foreign governments
themselves.

Now, let us collect this information at home, where we have control.
You talk about sending, in answer to the question of the honored
chairman of the committee, a number of nien to do this work. It
has been suggested that we send over a number of men. Senator
La Follette said a dozen, Mr. Davis mentioned 15, while the chairman
was going to allow 50 to go to Europe to collect this evidence. How
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are you going to collect it against this opposition? How are you
going to enforce it? It has been su gested that we demand their
books, and when they refuse we exclude them from our ports. That
would be an embargo; to say the least, it would be an offense to a
friendly nation. I think we should not take such extreme measures
as that.

Senator SmooT. There would be retaliation.
Mr. qmINN. It would be at least that. I say let us have this basic

foundation for our tariff structure, whatever it is to be, and then let
us construct our schedules accordingly.

I have listened very carefully for the objections to this bill. Senator
McCumber the other day suggested something that wes certainly an
honest and well-founded objection to the bill if it existed, and it was
followed up to-day by Senator Reed.

You will remember that Mr. Marvin gave substantially the same
answer in reply to a question by Senator McCumber. 'Mr. Davis
went into detail this morning and showed the impossibility of Amri-
can pyramiding of prices and continuation of competition with foreign
articles. I think it was Senator La Follette who suggested possible
difficulty when you could find no competitive or comparable article.
The bill has a provision in regard to that. Take the selling price of
the imported article.

I make another suggestion that I have not heard before: If it, takes
too long to get at this, take the sworn statement of the importer as
to what he intends to sell the article for. We now take his statement
on the invoice. That is all we have.

Senator Smoor. To-day the importer is compelled to make an
affidavit as to the value of his goods?

Mr. QuiNN. Yes, that is true.
Senator SmooT. What reason is there why there should not be. also,

an affidavit made as to the American valuation of the goods?
Mr. QINN. There is no reason. That would not impose any addi-

tional burden upon him, and I see no reason why the invoice'should
not contain, annexed to it, a sample of the goods. Why shouldn't the
importer annex to and make a part of his sworn inventoryv samples
of what is contained therein. He has samples.

Senator S3ooT. They know %hat those goods will be sold for in
America. Make that a statement that is sworn to, and that will
settle it.

Mr. QmUNN.-. You bet, they know. No one buys in Europe to-day
without having determined first what he is going to sell for in this
country.

I think it was Senator Watson who suggested to Mr. Culbeson
early in the hearing yesterday that there h-ad been an approach to
this plan tried in t e early days of our national existence, an,! Mr.
Culberson thought that the plan in vogue was not at all comparable
to that proposed in the present House bill, and so lie and others have
called this American plan revolutionary.

I think t.e language of the tariff bill under Washington wa.; very
similar to that o the present bill. Let me quote this briefly. It
provided that-

Ad valorem duties shall be assessed upon imported merchandise in accordance with
the value thereof at the time and place of importation.
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What difference is there?
This plan has been advocated before. It is not something that

falls upon us out of a clear sky. If I am correctly informed by my
reading-I do not mean reading Congressional Records, but reading
current literature and newspapers-it is a fact that Henry Clay
advocated this system in the early thirties. I think it was in 1833.
President Fillmore advocated it in 1852, and an Assistant Secretary
of the Treasury under Presidernt Arthur, as late as 1882, advised it.
So do I advise it. I believe that the question you have asked so
often,, Senator Smoot and that has also been asked by Senator
McLean, is capable of but one answer under the present depreciated
condition of currency; but I do not rest my support of the American
valuation plan upon that ground. I wouldbe for it if conditions were
normal. I agree with Mr. de Jong that before it has been in vogue
100 months it will be better enforced than the present system, which
has been in vogue for 100 years.

Senator MCCUMBER. We thank you very much, Mr. Quinn.

STATEMENT OF H. A. PHILLIPS, REPRESENTING THE AMERICAN
FABRICS CO., LACE MANUFACTURBIRS, BRIDGEPORT, CONN.

Senator McCummnE. Whom do you represent, Mr. Phillips?
Mr. PHILLIPS. The American Fabrics Co., lace manufacturers,

Bridgeport, Conn.
Senator McCUM x.R. Do you also represent the American Lace

Association?
Mr. PHILLIPS. Yes; and the American Fabrics Co., lace manu-

facturers of Bridgeport, Conn.
Senator MCCUMDER. We will be very glad to hear from you, Mr.

Phillips. We hope that you will be able to give your testimony
without duplicating the testimony that has already been given.

Mr. PMLLIPS. I shall be very glad to try to do tLat.
We are for the American market value because we believe it to be

easier of administration and more accurate of administration, and
that it will give the American producer more reliable protection on
account of its stable basis. It will equalize the duties from all
countries.

It will not raise nor lower the duties, in our opinion. It will simply
change the basis for ad valorem duties.

Duties to be collected depend entirely upon the rates.
The formula which I have heard advocated by Mr. Burgess I

believe to be correct. I believe Mr. Davis's interpretation is entirely
wrong. Mr. Davis stated that laces in the Paync-Aldrich law
assessed at 60 per cent ad valorem are now assessed 123 per cent
higher under the 37.5 per cent ad valorem on the American valuation.
By what process of reasoning he arrives at those figures, I do not know,
b~ut I do know this, if I offer an article made in our plant for $1 and I
offer this article at $1 to the jobber, he will tell me, as one did tell me
actually only two days ago, that he has cut out all the domestic lace
manufacturers. By that he means that he does not need, nor will
he buy, from them any longer. And, I may say, he is perfectly
reasonable. I asked him wliv? He said that with 37.5 per cent
duty, American valuation, on $1 he can buy these goods more cheaply
in the foreign markets.
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Thirty-seven and one-half per cent American valuation equals 60
per cent foreign market value, and if you keep your prices higher than
that you can not sell your goods in this country any longer; and that
is true.

Tho difference in the laces as between our selling prices and the
forei-n manufacturers' prices is a great deal more than 37.5 per cent.
The rate is too low. But we will take that up later when we have the
opportunity.

I have in mind just now an article which we try to sell for $1 and
which costs in Europe 28 cents; 37.5 por cent duty would be 37.5
cents. Add 28 and 37.5 and you will find that the total cost to the
importer is 65.5 cents. No one would buy our goods at St. There-
fore, the article is out of the market.

Senator MCCUMBER. Does that 65.5 cents include the freight, an d
so forth?

Mir. PHILLIPS. The freight and insurance on laces, as well as the
other costs, amount practically to nothing, because they are very easy
to transport. You could transport them 10 times around the oar th
and the freight charges would amount to practically nothing. The
highest for that that the importer generally figures is 5 per cent. If
we add 5 per ceht it would make it about 3 cents more.

We can not sell this article any longer against competition. There-
fore, we must lower our selling price. In order to compete we must
lower it to 45 cents, and that is away below our cost of production.
Forty-five cents would be our selling price in order that we might
compete with the foreign manufacturer. You take 37.5 per cent of
45 cents, which gives you 17 cents. You then add 28 cents, which
gives you 45.

Therefore, Mr. Davis's interpretation of it would be wrong.
If we made the selling price 60 cents we would still be out of the

market. In other words, we could not sell.
The present law does not provide that you have to take the Amer-

ican manufacturer's supply. It must be the market price. The
article must be on the market; Should we make it.60 cents then we
have this pictuie-371 per cent of 60 cents is 22.5 cents. Add to that
the foreign manufacturer's price of 28 cents, and you have 50.5 cents.
Therefore, the foreigner undersells us.

I do not blame my good customer for telling me, "I have cut all
domestic lace manufacturers," because even if the American plan
goes into effect with 37.5 per cent instead of 60 per cent, we can not
compete.

As to the administrative difficulties, I can not see any reason why
the American valuation plan should not be easier of administration
thun the other. Everything new requires a new method. The Amer-
ican valuation plan in three months after its enactment will prove
easy of administration. The appraisers need a few now methods and
regulations.

Yextiles are practically all sold by numbers. Attach a sample card
to the invoice and you have the article. The appraiser need not
open every case. That can be done with a great many other articles.
There are plenty of experts available at the present time, especially
in the textile industry, to help the appraisers in case they need help.
Speaking for the lace association, I wish to say that we shall be
pIeased to furnish anything they want for the American manufac-
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turers. We can not furnish the foreign market price; neither can
the appraiser; neither can any Government official go to Europe and
find out the foreign market value. It has not been done in 100 years
and is not going to be done in the next 100 Years.

Senator WATSON. Is your factory running now?
Mr. PHmIWPS. We are running on part tine. A large part of the

goods are down and we are selIng goods at less than cost in order
to keep some of our help busy.

Senator WATSON. How long have you been doing that?
Mr. PHILLIPS. We have started up again. We were practically

shut down from October to March.
Senator WATSON. Have importations of lace from Germany

increasedI
Mr. PHILLIPS. Yes.
Senator WATSON. And from all parts of Europe?
Mr. PHILLIPS. They have increawd to such an extent that our

former customers do not buy from us at all. A very few in the manu-
facturing business buy goods from us at the present time on account
of the known reliability of our association supplyiD them.

Senator WATSON. Where is your principal competition?
Mr. PHILLIPS. Germany.
Senator WATSON. Do you know what the cost of production is

over there l I am speaking now of the kind of lace or laces that you
manufacture in your plant at Bridgeport?

Mr. PHILLIPS. Yes, I can figure that out. I can give that to
you almost exactly because I can easily find out the wages paid
in Germany.

Senator WATSON. Do you know what they are now?
Mr. PILLIPS. The lace makers are probably getting what amounts

to $3 a week.
Senator WATSON. Now, under the existing system of tariff what

tariff rate would have to be imposed on the imported laces to afford
you protection?

Mr. PHILLIPS. We filed a brief with the Ways and Means Com-
mittee last February. To-day we stand on that same brief exactly
as it was filed then. That brief contained one item after another
showing that under the 60 per cent ad valorem rate on the American
valuation plan -

Senator-WATSON. I mean under the present law. I do not mean
the American valuation.

Mr. PHILLIPS. Under the present law we would require approxi-
mately 150 per cent. Then we figure only to make such goods as
we have been in the habit of manufacturing in the past. There
have been a great many laces that we can not manufacture.

Senator INATSON. I do not see how you would make it on 150 per
cent protective tariff if the average wage there is $3 a week and here
you are paying $20.

Mr. PHILLIPS. In the manufacture of laces wages are not the sole
factor. Our goods are made of cotton. It is American cotton bought
hero. Therefore, on the material we are practically at par. So far
as the selling expense is concerned, we would also be practically at
par, so that it is a matter of labor alone.

Senator Smboor. You do not spin your own cotton?
Mr. PHILUPS. No, sir; we do not. We buy our own yarns.
Senator MCCUMBER. We thank you.

81527-22-A v-l1
1
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STATEMENT OF JOHrN B. R&AFRB, REPRESENTING THE LACE
AND EMBROIDERY ASSOCIATION OF AMERICA.

The CH. 1RUAN. Mr. Rafter, whom do you representI
Mr. RAFTER. I represent the Lace embroidery Association of

America, consisting of 40 business houses, all of which, with one
exception, us located in Now York City, the exception being locatedin Philadelphia. .All are engaged in tile business of importing and
dealing in laces, embroideries, trimmings, and novelties of various
kinds,-largely intended for women's wear.

Senator WATSON. I was not listening attentively; Did I under-
stand you to say you represent the importers or manufacturers of
lace?

Mr. RAFrER. I said that they are engaged in importing and dealing
in laces, and so on. I might also add to that these houses not only
deal in imported laces and embroideries but also domestic laces and
embroideries, and that some ftw of them also manufacture em-
broideries in this country. In support of that last statement that
there are some manufacturing interests among the houses that I
represent, I would like to file with the committee several question-
naires showing their plants and investments and the output and the
number of hands employed in each.

(The questionnaires referred to are as follows:)

Mr. CARL W. STERN, 14 Stst. Stre, City. NW YORK, Y2, 1921.

DEAR MR. STERN: Inclosed please find the questionnaire relating to embroideti
plants controlled by the firms of our association in this country, six in all.

Very truly, yours,
THE LACE AND EMBROIDERY AssOCIATION O, AMERICA,
THEODORE C. LEFkVRz, ExecuLive 8eaeary.

JKSTUXi WOLFF CO., 1115 Broadway. .1Iw YORK, May 1., 1921.

GzN ,EE:.For the purpose of assisting Mr. Carl W. Stern, attorney, and Mr.
John R. Rafter, of counsel, who are acting for our association in our protest in connec-
tion with American values on imports, it will be greatly appreciated if you will please
advise us at the earliest posible moment regarding the following:

Question 1. What are themplanta controlled by you in this country?
Answer. Kursheed Manufacturing Co.
Question 2. Where located?
Answer. One hundred and thirty.aeventh Street, Willow Avenue; Bronx.
Question 3. What space do they occupy?
Answer. One-half block.
Question 4. How many hands employed?
Answer. Two hundred to two hundred and fifty.
Question 5. What is the yearly output?
Answer. One and one-half mi lions.
Question 6. What is the estimated investment in the plants?
Answer. Over three-fourths of a million.
The information will be of value to Messrs. Stern and Rafter in contraverting cer-

tain statements made to the House committee by certain "American manufacturers
who s"ke against our protest.

Anticipating the kindness of your immediate attention, and with assurances ci
appreciatkn, we are,

Very truly, yours,
THE LACE AND EMBROIDERY AssociATIoN or AMERICA,
TH EODORE C. LTFkvRz, Erecutire Secretary.
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NEw YORY, May It, 1921.
MusER BRos.

GENTLEMEN: For the purpose of assisting Mr. Carl W. Stern, attorney, and Mr.
John R. Rafter, of counsel, who are acting for our association in our protest m connec-
tion with American values on imports, it will be geatly appreciated if you will please
advise us at the earliest possible moment regarding the fol o•

Question 1. What are the plants controlled by you in this country?
Answer. One embroidery plant.
Question 2. Where located?
Answer. 220 East Twenty-second Street, Bronx, N. Y.
Question 3. What space they occupy?
Answer. Eighty by one hundred and twenty feet.
Question 4. How many hands employed?
Answer. Seventy.
Question 5. What is the yearly output?
Answer. $125000
Question 6. vhat is the estimated investment in the plants?
Answer. $40,000.
The information will be of value to SMessrs. Stern and Rafter in controverting certain

statements made to the House committee by certain American manufacturers who
poke a4alnst our protest.

Anticipating the kindness of your immediate attention, and with assurances of
appreciation, we are, I

Very truly, yours, TE LAce AND EMBROIDERY ASSOCIATION Or AMBRICA,

THEODORE C. LEFkvRs, Ezecutire Secretay.

BLACK & CO. 
Nzw YOR, y I, 19.

GENTLEMEN: For the purpose of assisting Mr. Carl W. Stern, attorney, and Mr. John
R. Rafter, of counsel, who are acting for our association in our protest in connection
with American values on imports, it will be greatly appreciated If you will please
ad vise us at the earliest 'o ble moment regarding the following:

Question 1. What are the plants controlled by you in this country?
Answer. Alpha Embroidery Co.
Question 2. Where located?
Answer. West New York, N. Y.
Question 3. What space they occupy?
Answer. One hundred and fty thousand square feet.
Question 4. How many hands employed?
Answer. About 100.
,Question 5. What is the yearly output?
Answer. $250 000
Question 6. What is the estimated investment in the plant?
Answer. $150.000.
The information will be of value to Messrs. Stern and Rafter in controverting cer-

tain statements made to the House committee by certain American manufacturer.
who spoke against our protest.

Anticipating the kindness of your immediate attention, and with assurances n
appreciation, we are,

Very truly, yours, THE LACE AND EMBROIDERY ASSOCIATION OF AMERICA,

THEODORE C. LEF*vnv., Erecutire Secretary.

1oi1 & SCHOENFELD CO. NEW YORK, May 10, 191.

GENTLEMEN: For the purpose of assisting Mr. Carl W. Stern, attorney and Mr.
John R. Rafter, of counsel, who are acting for our association in our protest in connec-
tion with American values on imports, it will be greatly appreciated if you will please
advise us at the earliest possible moment rearding the following:

Question 1. What are the plants control byyou inthisountry?
Answer. Glenham Embroidery Co.; Camden Curtain & Embroidery Co.
Question 2. Where located?
Answer. Deacon, N. Y.; Camden, N. J.
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Question. What space they occupy?
Answer. Four Imp manufacturing buildings at Beacon, N. Y.; one eutlre square

block at Camden, N. J.
Question 4. How many hands employed?
Answer. Approximately, 600 at Beacn, N. Y.; approximately, 1,0C at Camden,

N.J.
Questions. Whatistbeyearl output?
Answer. Aproximately, $1,500,000 at Beacon, N. Y.; approximately, $3,000,4X0

at Camden, I. J.
Question 6. What is the estimated investment in the plants?
Answer. $1,250,000 at Beacon, N. Y., approximately, $760,00 at Camden, N. J.
The information will be of value to Messrs. Stern and Rafter in contraverting certain

statements made to the House committee by certain American manufacturers who
spoke against our protest.

Anticipating the kindness of your immediate attention, and with assurance of
appreciation, we are,

Very truly, yours, THE LACE AND EMROIDERY AssocLTION OF AMERICA,

THEODORE C. LEF&'vau, ERiculive Seerttary.

Nr~w YoRKr, May 1U, I9 a.
KLAuBPR BROS. & Co.

GENTLEMEN: For the purpose of assisting Mr. Carl W. Stern, attorney, and Mr.
John R. Rafter, of counsel who are acting for our association in our protest in con-
nection with American values on imports, it will be greatly appreciated if you will
please advise us at the earliest possible moment regarding tfie following:

Question 1. What are the plants controlled by you in this country?
Answer. Klauber Embroidery Works.
Question 2. Where located?
Answer. Alfred, Me.
Question 4. How many hands employed?
Answer. Average 60.
Question 5. What is the yearly output?
Answer. $200 000
Question 6. What is the estimated investment in the plant?
Answer. $38,500.
The information will be of value to Messrs. Stern and Rafter in controverting cer-

tain statements made to the House committee by certain American manufacturers
who spoke against our protest.

Anticipating the kindness of your immediate attention, and with assurances of
appreciation, we are,

Very truly, yours,
THE LACE AND EMBROIDERY Assocuno* OF AMERICA,
TdEODORE 0. LEFtvRE, Eecutire Secrelnrq.

One of these houses, by the way, manufacturing in this country, is
the largest domestic embroider) manufacturing plant in the country.
That is known as the Glenham Embroidery Co. and is located in Ne'W
York.

The CHAIRMAN. Did you present your views to the Committee onWa and MeansI
. RAFrER. I did, sir, within the limited time at my disposal, and

as well as I could under the circumstances.
The CHAIRmAN. Is there anything to be added to what you had to

say before that committee?
Mr. RAFTER. My VIews, Mr. Chairman, were not as complete as I

should like to have had them. I would like to state my case again.
The CHAIRMAN. We would like to get through with the men who

are waiting here this afternoon. We have several more here and some
in the distance.

Mr. RAFER. I might also say for the information of the committee
that for some seven years and up to a recent time I was engaged as
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Government counsel in customs matters and during that time was
largely engaged in the preparation and trial of valuation cases of all
kinds.

The CHAIRMAN. State something that is not in the House hearings.
Mr. RAFTER. The duties on the merchandise which I am speaking

of are generally 60 per cent.. That applies practically to all lines.
The total duties paid by these lines during the year 1920 amounted
to approximately $25,000,000. It is the judgment of these houses
that if the American valuation plan as embodied in the Fordney bill
becomes law, they will be compelled to stop marketing their goods.
The reason for that conclusion on their part will be best understood
by keeping in mind the character of the goods which they import.

The CHAIRMAN. Were these goods produced before the House
committeeI

Mr. RAFTER. No, sir. The samples were not produced before the
House committee.

Senator SMOOT. Where are the goods imported from?
Mr. RAFTER. France, England, Switzerland, and Germany.
Senator SMOOT. And Belgium ? Don't you get lace from Belgium I
Mr; RAFTER. Probably some but not as much as from other

countries. In the first place, all of these goods, without exception,
are properly described as articles of fashion, goods which are highly
seasonal, goods which are novelties, special in character, having
their own peculiar styles, patterns, and designs almost invariable and
intricate.

The CHIAIRMAx. The committee is somewhat familiar with the defi-
nition of fashionable fabrics.

Mr. RAFTER. Yes. I thought it might be helpful to the committee
if it had some concrete illustrations of what the merchandise looks
like.

The CHAJRMAN. Most of the committee members have known, for
20 or 30 years of these particular fabrics.

Mr. RAFTER. The next point to be considered is the selling method
which these houses by the very nature of their imports are compelled
to adopt in disposing of their goods in this country. The goods
which they import are either sold here before the orders are placed
with the foreign manufacturer on the other side, or else they are sold
here against orders already placed on the other side. In both cases
there are samples produced 1y their salesmen in this country. The
goods are all, with vei few exceptions, made to order by the for-
eign manufacturers. They are not carried in stock there. They
take from three to six months to manufacture.

In order to market these goods as business men and merchants in
this country, both as applied to goods sold in advance of orders and
to goods sold against ordes already placed on the other side, it is
naturally necessary for these merchants to know their costs. That
ineans not only foreign costs plus the landing charges, but also the
duty, Which on these particular goods, being 60 per cent at the pres-
ent time, is a very big item of cost.

Senator SMoOT. That is also true under the present system. You
have got to do the same thing. The American valuation plan will
not make any difference.

Mr. RAFTER. It would make this difference if I may suggest it,
Senator: At the present time the importers know with reasonable
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certainty what their duties are going to be before they order their
goods frbm the other side. Under the new plan of appraisement that
will not be the case.

Senator SMooT. I think it will be& a great deal easier with the
American valuation plan for an American buyer to get the American
value here of the goods than it is for him to know the foreign value.
I think he can know exactly what his goods are going to cost.

Mr. RAFrER. Suppose, Senator, we analyze the situation to see if
that is true. Under the definition of value which is to be taken as
the basis of duty under the Fordney bill the first test will be the
selling prices of comparative and competitive domestic products in
the principal markets of the United States. These prices the im-
porters do not know.

Senator SMoor. Do you mean to say that the American importer
does not know what the prices are in this country I

Mr. RAFrER. I mcan just that with regard to.comparable and com-
peting goods.

Senator SmooT. Then he is silly to buy without knowing what
price he has to meet. I hardly think there was ever a buyer who
went to Europe without knowing whether he could meet ther price
of goods made in America.

Mr. RAFTER. He may have an idea that the range of prices is
higher than on the other side, but even if he has the idea he may
not know what the rice is.

Seiiator SMOOT. If he does not know.his business, then he will go
"busted" sooner or later.

Mr. RAFTn. Further than that, there is another factor which is
an unknown quantity, so far as the importer is concerned, and that
is there are no comparable goods of domestic make here and no way
of knowing what would be the appraiser's idea of comparability.

The CHAIRMAN. That has all been gone over very carefully ini these
hearings. With other gentlemen waiting here, is it fair to take up
the time of the committee with platitudes ? The committee wants
to be patient and give the gentleman every opportunity, but com-
parability has been discussed here for a day and a half.

Mr. RAFTER. I was not here, sir.
The CQURMAN. That is unfortunate, but the committee has been

patiently here in this hot weather listening to these arguments.
Senator MoLEAN. Are goods comparable to these made in this

count I
Mr. RAFTER. Some; yes. Others, I would say offhand, no. I am

not a merchant, but my information is that in some of the lines com-
parable goods are made; that is, what would be staple goods, cheaper
laces and embroideries.

Senator MoL'zAN. Then I suppose the man who purchased them
abroad knows what he is going to sell them for ?

Mr. RAFT=. Those that are not comparable?
Senator MoLEAN. Yes. He knows what he is going to sell them

for in this country.
Mr. RAFTER. He knows now; yes.
Senator SMOOT. And if we provide in this bill that he has to take

an oath as to the value of those goods in this country, what they are
going to be sold at, the same as ne is compelled to do now as to the
value of foreign goods, there will not be very much trouble in collect-
ing the duties.
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Mr. RAFTER. That would be true if he knew his own seeing price
would be adopted by the appraiser, but he does not know that. As
I say, the first and primary method would be to resort to domestic
rates.

Senator SmooT. If the appraiser does not accept that price the
appraiser has to show him there are other goods that would sell for
more or less.

Mr. RAFTrER. No; the burden is on the importer, air.
Senator SMooT. Not after he has taken an oath, if we provide that.
Mr. RAFTrn. The importer is obliged to declare the true dutiable

value before appraisement.
Senator SMooT. On any foreign goods, but this bill requires him

to declare under oath the American selling price.
Mr. RAFTER. There is a provision sir, that if it is not the true

dutiable value as eventually found by the appraiser, he would be
subjected to additional duty in the nature of a penalty.

Senator SMOoT. That is a penalty.
Mr. RAFR. Yes, air.
Senator Smoor. I am speaking of requiring him to do it the same

as he is required now to make an affidavit as to the foreign cost of
thegoods.

M. RAFTER. That is in the nature of a penalty.
Senator MCLEAN. Most of these goods come in under invoice value,

do they not?
Mr. RAFrER. The invoice value, sir?
Senator McLEAN. Yes.
Senator WATSON. You mean now ?
Senator MoLEAN. Now; yes.
AMr. RAFTER. At the invoice value- yes sir; at the purchase price.
Senator McLEAN. Without any regard to what the real market

value is ?
Mr. RAFTER. If there is any difference, of course, they take the

higher valuation.
Senator MOCUMBER. Do you have any difficulty whatever with the

appraisers not agreeing with the values that are given in the
inventories?

Mr. RAFTER. In the invoice?
Senator MCCUMBER. Yes.
Mr. RAFTE. Very frequently. Thty have differed ideas about

values than the importers.
Senator MCCUMBER. Do you have very much trouble of that kindI
Mr. RAFTER. Very frequently.
Senator MCCUMBER. You would have no less or no greater if you

had the American valuation than with a foreign valuation, would
you?

Mr. RAFTER. In'my judgment the number of differences resulting
in appeals from reappraisement, in the nature of protests from the
appraisers' findings, would be multiplied many times over.

Senator McCUmBER. Because of the fact that they have to examine
the American price I

Mr. RAFTER. Because of the fact that you are getting away from
the appraisement of the exact goods based upon the foreign value of
the exact goods, and take a substituted value of other goods which
are said to be comparable,. a value which must be found in many
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different places, or at least in one place out of many different places
in this country, as compared with a more restricted locality under the
present system.

Senator SmooT. There are not as many places in the United States
as in the balance of the world I

Mr. RAFTER. That is true, Senator, but I am sure you will agree
with me that in any foreign country, I don't care what one you take,
for almost any given commodity, there is only one principal market
and the appraisLers know where that market place is, and they know
who are selling in that market place, and they know how to describe
the merchandise which they require information on.

Senator SMOOT. There are different prices in different parts of the
world on the same class of goodsI

Mr. RAFTER. You mean m different countries?
Senator SmooT. Certainly.
Mr. RAFTER. If you can find the same piece of goods in different

countries you may find different prices.
Senator SMOOT. Certainly.
Mr. RAFTER. As an example, take chinaware coming from France

or Japan, or Germany, or England. They are all different. No-
body for a moment would say that thoecommodities coming from
those countries are the same, even though they are all described as
chinaware.

Senator SMOOT. There are cotton goods and woolen goods. and a
good many such goods.

Mr. RAFTER. Take our own line, which we are concerned with.
Laces coming from England are not the same as laces from France
or laces from Germany and they sell in different countries depend-
ing upon their desirability from the standpoint of the buyer.

Senator MCCU BER. We have five witnesses and propose to
adjourn at five o'clock. We have only about seven minutes for eachwitness.

Mr. RAFTER. I shall be very brief in concluding my remarks, if
I may go on for a moment.

The O1AlRMAN. You can put any brief into the record you desire.
Mr. RAFTER. May I ask how long I will be allotted for that pur-

poseI
The CHAIRMAN. You can have as long as you desire to put in

your brief. You may put in your brief any time next week.
Mr. RAFTER. There is one further point I would like to suggest

to the committee, and that is, even in the case where it is found
there are no comparable domestic goods being sold in this country,
and where the appraiser as a consequence is permitted to follow
the value for sale of the imported goods, he is not limited to the
price of the particular goods, but he must take into consideration
the value of all comparable imported goods.

The CHAIRMAN. Put that in your brief. Mr. Howard is here,
representing the Grassolli Chemical Co., and I promised him faith-
fully he wold have an opportunity to be heard. He has to leave
the city to-night.

BRIEF OF IORE . RAFTER, EZPRZSZNTINO THE LACZ AND EMBROIDERY
ASSOCIATION OF AMERICA.

The Lace and Embroidery Association of America consists of the 40 American
business houses named below which are engaged in the importation and sale of laces
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and lace articles, embroideries and embroidered articles, trimmings, fancy cotton
goods and novelties, and deal in domestic as well as foreign products.

As merchants, we know what selling methods must be followed in marketing our
goods in this country and what risks may and may not be incurred in buying our
merchandise abroad.

When selling goods for future delivery and when buying goods for stock, we must
know what the dutypaid cost of our merchandise will be, for on our lines of imports
duty is a big element of cost.

With foreign valuation as a basis for assesing duties, we know with reasonable
certainty what the amount of duty will be. Under the American valuation plan of
the Fordney tariff bill the amount of duty on our importations will not be known to
us until after arrival and appraisement of our merchandise, nor will it be possible to
approximate it any earlier.

The American valuation plan, therefore, destroys the very foundation on which
our importing business is baed--our knowledge of costs.

The association and its members earnestly protect against its enactment, urgently
request that such additional tariff protection as may be necessary be provided for in
a manner which will still permit importing, and re3pectfullY invite the attention of
the Committee on Finance to the following criticism of the proposed law:

THE PROPOSED LAW.

Section 402, Title IV, of the Fordney tariff bill (I1. R. 74-56) provides for the ases-
wnent of ad valorem duties on:

(1) The selling price of comparable and competitive domestic product- in the
principal market or markets of the United States on the date of exportation of the
imported merchandise.

Or, when such value can not be ascertained-
(2) The value of the imported merchandise for sale in the United State-4 on said

date, to be determined from-
(a) The selling price or cot of production of comparable domestic product,.
(b) The selling price in the United States of comparable imports.
() The selling price, market value, or cost of production of the imported mer.

ehandise in the foreign. country, plus or minus any or all cost', charges, expense",
dutie;, profits, or commuston.

The first and second methods of appraLement are not alternate in the sen'e that
either may be used at will; bum on the contrary the .econd method is applkalble
only upon failure of the first. Under the second method the criteriaof value mentioned
under subdivisions (a), (b), and (c), supra, are neither mandatory' nor exhaustive,
nor is any definite mode of ap,raisement prescribed. Comparability of merchan.
dhe is neither defined nor explained.

THE PURPOSE OF THE MEASURE.

The avowed purpose of the American valuation plan ii to afford protection against
imports from those countries whose low production co.ts and depreciated currencies
are said to render impossible the fixing of adequate protection rate; without at the
Fame time making such rates prohibitive as to other countries. It is directed par.
ticularly against German goods.

'That being its express purpose, it becomes pertinent toinquire into: (1) 1 he reality
of the menace; (2) the appropriateness of the remedy.

Reality of the menou'e.-Advocates of the plan allege that German costs of production
are lower than American costs. '[his has always been true. 'They also declare that
the difference in costs is accentuated to-day, because German costs are now expressed
in a currency which has greatly depreciated and, when reduced to our money, amount
to only a fraction of prewar costs in the same country. In support of this declaration
figures were furnished to the Committee on Ways and Means and alleged comparisons
were drawn. We make no point of the fact that all such information was presented
by advocates of American valuation or by parties admitledly seeking high protective
duties. We do assert that the comparisons so attempted were absurdly incomplete
and consequently unreliable.

Comparative costs to amount to anything must include all elements of cost. Not
labor alone, but raw material and all overhead expense as well must be considered.
In this connection the now important element of taxation must not be overlooked.
Our search for the cost figures submitted to the Committee on Ways and Means in its
recent tariff hearings reveals that the showing was invariably limited to the price of
labor alone. It was shown how German labor receives the equivalent of about 80 cents
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a day as compared with a wage for the American workmen of approximately six times
that amount. It was demonstrated that this condition was due to the low value of the
German mark. Nothing was said of the fact that while enjoying the benefits of de-
preciated currency in the matter of labor costs, the German manufacturer must, be.
cause of that selfsame depreciation in currency, pay dearly when it comes to the pur-
chase of his raw material. As very few German industries are supplied with and sup-
ported by materials of native ongin, this point can not be too strongly emphasized.

There has been no attempt from any source so far as our knowledge goes, to make
a single complete comparison of German and domestic costs.

Further, the statements made that because of depreciation in currency German
costs and prices are only a fraction of what they were before the war is unsupported
evidence and at variance with the facts. In this connection it must be remembered
that as the exchange value of the German mark declined the price of German mer-
chandise in marks increased.

This subject was fully covered at the hearings before the Committee on Finance
on the emergency tariff bill (H. R. 2435) in connection with the proposal of the Com-
mittee on Ways and Means to limit the conversion value of foreign currencies to not
lees than one-third their standard metal value. Hearings were held by the Com-
mittee on Finance on April 18, 19, 21, 22, 23, and 26, 1921, at which times several
Government officials as well as interested parties appeared and testified. As a result
of such testimony it wasproven beyond question that the number of marks now
required to purchase practically all lines of -German goods is so much larger than the
number of marks required to purchase the same gobd before the war that present
prices reduced to dollars at the current rate of exchange will show at least the same
result in our money as prewar prices reduced to dollars at the standard metal value
of the mark.

In so far as our own lines of merchandise are concerned, viz, laces and embroideries,
those which we import from Germany cost at least twenty times as many marks as
they did before the war. The exchange value of the mark to-day is about 1.24 cents,
or approximately one-nineteenth its standard metal value of 23.8 cents.

Appropriateina of she remed.-The proposed measure will not remove the alleged
advantage of Germany and other low production cost countries. The most it wilrdo
will be to increase the item of duty alone on Imports coining from such countries. It
will at the same time and to the same extent increase the duty on imports from all
other foreign countries.

The landed cost of the goods, however, will not be affected in any way; and the duty-
paid cost of merchandise coming from each foreign country will sill retain the same
relative position which it holds under the present system of foreign valuation.

It Is difficult, therefore, to see what possible benefit can accrue to foreign countries
with high production costsby reason of equalizing duties under the Am erican valuation
plan, for even as to such of their products as may come in competition with German
goods the final cost to the importer, including duties will exceed the duty-paid cost
of G -.iman ods by the difference between their respective landed costs.

On the other hanl, the great bulk of imports coming from foreign countries with
high production costs, which do not in any sense compete with German merchandise,
will be adversely affected not merely by the greater duties imposed under the Amer.
ican valuation plan but particularly because of the hazard and uncertainty of import-
ing under it. In this connection most of our laces come from France and Engand,
our embroideries principally from Switzerland and France and our novelties chiefly
from France. We import from Germany also. but not to tie same extent. So far as
our lines are concerned, we would be infinitely better off if Congress would place an
embargo on German goods and retain foreign valuation rather than to attempt import-
ing under the American valuation plan.

Yet equalization of duties for merchandise from all foreign countries is advanced
as the min object of the intended measure. Were the supposd beneficiaries among
the foreign countries consulted on the subject, we venture to assert that none of them
would favor the change.

ADMINISTRATIVE DIFFICULTIES UNDER THE PROPOSED LAW.

The plausible claim of greater facility in ascertaining values in this country instead
ofabroid will not bear inspection, as the following comparison of existing and intended
appraisement methods will show.

Foreign valuoion.-In finding foreign value the appraiser at the outset sees the
consular invoice. For purchased goods it purports to show the purchase price, for
consigned goods the foreign market value. The vast majorityof imports are purchased.
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Purchase-form consular invoices are subject to verification b uisltioning com.aerial invoices, orders, arreq)ondence, drafts, or other evidence o remittance and
by examination of Importers' books.

Further, for any gven kind of merchandise there are almost invariably several
importers. For all similar lines of imports the apriser not only sees and examines
the goods received by the several importers, but esees and compares tqe consular
invoices to all. For example, he may have 10 invoices to 10 different importers
covering the same kind of merehandise and bearing approximately the same dates.
If the price to one importer Is lower than the price to the other nine, the low man's
value is raised by the appraiser to meet the others' prices. If the price to one importer
is higher than the price to the other nine, other things being equal, the invoice values
of the nine are advanced by the appmiser to the value of the one. In other words,
they are all put on the same level, which is almost invariably the highest price.

That at least is a definite, tangible, and fairly safe guide for the appraiser to start
with. It is supplemented on many lines of imports by special data prepared by
Government officials and forwadeod from the foreign markets to the appraiseis, e. g.,
the St. Gall schedule on embroideries. If there ts any occasion to require further
information than that disclosed on the consular invoices or covered by the special
reports alluded to, the appraiser knows exactly what to look for and where to find it.
The merchandise may be embroideries from Switzerland, liLens from Ireland china-
ware from France, sardines from Norway, or jute bags from India. If so, ihe will
accordingly address his inquiry to St. Gall, Befast, Limoges, Stavanger, or Calcutta,
for there is only one principal market in most foreign countries for any given com.
modity. That market, too, is known and recognized by all app raising officers.

Further, under existing methods the appraiser can readily identify the subject
matter of his inquiry, lie does this by reference to the manufacturer's number of
the item in question appearing on the consular invoice, or in some cases by reference
to the consular invoice number alone, inasmuch as copies of all consular invoices ar
on file in our several consulates. Therefore, by the simple expedient of a short cable
message or letter addressed to the appropriate consular officer or Treasury agent in
the foreign country from which the goods come the appraiser is quickly put in touch
with the place where he knows the very merchandise in question is sold, where he
knows the name and address of the seller, and where he can unmistakably make
known the object of his search. In a word, when investigating foreign market value,
the appraiser is not embarking on a fishing expedition.

The instances where foreign sellers have denied permission to our Government
officials to examine their sWlee records have beep so few compared with the volume of
complete and satisfactory investigations which are made yearly not only by our
Treasury agents but by our consular officers as well that it would be nothing short of
absurd to upset the present method of customs administration because of them.
This statement may be verified by referring to the comparative value report bureau
of the Treasury Department through which all reports of foreign investigation pass.
On such occasions, too, the refusatof the foreign seller occurred when there was no
adequate remedy. Now there is a remedy, namely, exclusion of the recalcitrant
seller's merchandise, as provided by section 404, Title IV, of the emergency tariff
act--a permanent feature of the law.

Amdeiwn tvluation.-Turnig, now, to theproposed syem of American valuation,
how will the appraiser proceed The country is large. Its markets ar many and by
no means well defined. All of the larger cities are principal markets for a multitude
of imports--certainly for the sale of such articles aswe import via laces, embroideries,
and novelties. Within each of those markets, too, there will beamost as many whole-
sale prices for a given article, be it domestic or imported, as there are sellers. This
is due not only to the many different classes of buyers but also to the different classes
of sellers. The mill or factory, for example, will hate one scale of prices, the jobber
will have a different scale, yet both sell at wholesale.

In undertaking his new task the appraiser, to begin with, will have nothing better
or more tangible than his own resourcefulness to rely upon. Let us follow his steps

'by taking, as a concrete illustration, the appraisement of some machine-made Valen-
ciennes lace from Calais, France-one of the simplest items among our varied imports.
Let us assume, too, that bythe time the proposed law takes effect the appraising offi-
cers have been apprised of the names and addresses of all lace manufacturers and
lace jobbers in the principal markets of the United States.

The appraiser's first duty will be to ascertain whether comparable domestic goods
were sold in such markets. To this end, a comparison between the imported mer-
chandise and competing domestic products is necessary. The appraiser Iimself can
not visit the various sellers for the purpose of comparing their lines with the imported
article. The delay and expense incident to such procedure make it impossible. He
can not send a sample from the importation to each of them in turn, for the delay
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would be equally great, and he would be relying on their judgment rather than his
own on the question of comparability Neither can he send samples or cuttings of
the lace to all f them simultaneously, for he would still be substituting their judg-
ment for his own and even if we consented to the cutting of our merchandise we fear
that there would not be enough samples from any one importation to go around.
Then too the submission of our articles, whether laces, embroideries, or other novel.
ties, to the domestic manufacturers would be an unwarranted proceeding from any
viewpoint. The patterns and designs are trade secrets-in many cases our own cre-
ative ideas. Since they are not susceptible of patent or copyright, our only protec-
tion against imitation or reproduction lies in keeping them from our competitors as
far as possible.

Yet a comparison must be made, and the appraiser must make it himself. It will
not do to say that the manufacturers and jobbers of domestic goods will supply him
with catalogues, samples, or drawings of their own lines, because by the time the mass
of data so collected was separated, catalogued, and filed (and we doubt its suscepti.
ability of such treatment), many of the patterns submitted would be discontinued and
much of the information painstakingly gathered would be obsolete. In this connec-
tion, it must be remembered, we are discussing laces and other seasonal articles which
are in vogue for a short time only, which are constantly changing and which are subject
to frequent changes in price. Nor can the work of collecting such data and dissemi-
nating such information to the appraisers be delegated to a special body created for
that purpose, as has been suggested. Such a course would not only entail a dupli.
cation of the checking and comparison which the appraiser would eventually have to
do anyway, but, from a practical standpoint, the information thus obtained, when
assmbled and ready for use, would be equally antiquated.

fHaving taken the first step, however, it will doubtless be found that domestic laces
are sold in many markets of the United States and at widely different prices even
within the same market. The appraiser, however, must apparently determine not
onl the principal markets, but the prevailing wholesale price ii suh.markets.
Th isis a br contract and one which holds forth little promise of complete performance.

Having found a comparable domestic lace, the principal market for its sale and its
p revailing wholesale price, the appraiser must go further still; for it will invariably

found that the imported and domestic articlej are different. The difference may
be in the pattern, finish, workmanship, or general appearance. They may be com-
parable, it is true, but one will always be superior to the other. That being so, since
it is the imported article which must be appraised some adjustment in the price of
the comparable article, whether by addition or subtraction, will be necessary in all
cases. On that point most auredly the appraisers will differ widely from one another.
The adjustment, even by the beit qualified, being entirely a matter of personal
opinion, will be little better than guesswork. In this connection, it will e remiem.
bred that there are about 400 ports and subporti of entry, with an appraiser or acting
appraLer at each. There will, we predict, be different value3 for the same good at
tho different ports of entry, inequality of taxation, and gefteral diss:atisfaction on all
sides.

But that is not all.
As to many of our imports it will doubtless appear that there are no comparable

domestic article. This applies particularly to our novelty goods, handmade em-
broiderie3 and embroideries made of Qilk, artificial silk, tinsel, or metal thread. In
apprising those it will probably be necessary for the appraiser to find the prevailing
wholesale selling price of comparable imported merchandise in the United States
at the time the articles to be appraised left the foreign country.

This Second means of appraisement, it will be noted, may only .be resorted to when
sales of comparable domestic goods are lacking. It is not an alternate method, as
remarked before, in the sense that it may be used at will. That being so, wherever
the second method is appliable there will likely be considerable lost motion and much
time wasted before it is actually applied; for the appraiser must first satisfy himself
of the absence of comparable domestic goods. The more careful and conscientious
the appraiser the greter will be the delay. And this delay will be prolonged when
it is remembered that the appraiser's search for prices under the second method must
be as wide and all-embracing as that required by the first method. In other words,
under both metli°Js he must comb the principal markets of the United States for the
prevailing wholesale price.

HAZARD OP IMPORTING UNDER THE PROPOSED LAW.

We miy speik with authority of the American valuation plan's effects only in rela-
tion to our own business.

MWMO
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Outr lines comprise laces, embroideries, fancy cotton Roods, and novelties of many
kinds--all largely intended for women's wear. We handle domestic as well as foreign
goods. Some of us manufacture some of these articles in this country; and for that
purpose own and operate our factories here and employ American lab6r. This phase
of our business represents a total investment of approximately $3,000,000, the employ-
ment of about 2 000 hands, and an annual output of about $7,000,000, as is shown bi
our statements furnished the Committee on Finance at its hearing of July 27, 192i.
It should give some assurance of our sincerity in opposing the proposed law; for it ip
not likely that those of us who have manufacturing interests in this country would
prejudice their investments by unnecessarily opposing a bill which is said to be
beneficial to just such interests.

Speaking of our imported lines collectively, they are so special in character and
novel in execution, style, pattern, or design that they are not arried in stock by
the forein manufacturers, but are made to order to meet our own individual ideis
and tast s. They take from three to six months to make. They are continually
chaining to meet the popular fancy. They must Le sold when favored by the whinis
of fashion or not at all. They can not be carried over from one season to another.

As a result a large part of our lines is sold by us in this market from samples Lefore
we place our orders with the foreign manufacturers. This is an integral part of our
merchandising system-an essential feature of our business. It can not be changed
on account of the character of the stocks we handle. The same method is employed
in many lines of trade besides our own.

Now; it stands to reason that a merchant when selling goods must know their cost.
Otherwise he can not fix his selling pieces. In selling from stock he must know
present cost. In selling for future delivery he must know future cost, i. e., cost on
arrival when ready for delivery to his customers. When buying goods, too, their
ultimate cost must he known. This applies to the goods which we purchase for
stock which have not been sold in advance. These costs, it is true, need not be
known with mathematical exactitude; but a fair degree of accuracy-dth an allow.
ance of only a few rer cent either way-is an absolute necessity. On no other basis
can business houses like ours survive.

At the present time in our relations with the customs we know where we stand.
Through the St. Gall schedule, quotations from and correspondence with our foreign
sellers, we are in constant touch 'ith the foreign % alue of our lines. In other words,
when selling goods in this country for future delivery or buying goods abroad which
require time to manufacture, we can tell in advance with reasonable certainty what
the foreign value of our merchandise at the time of exportation will be and what the
duty on our importations will amount to. This is possible, not only because the
sources of information are now open to us, but also because under the present system
of valuation the foreign value of goods made to order is taken as the last wholesale price
at which actual deliveries have been made at or before the time of exportation. As a
result we are rarely mistaken in our calculations.

Under to-day's conditions, therefore, when a customer visits us or when we visit
him, we are in a position to quote prices and to take orders, with every assurance that
the transaction to be laterconsummated by delivery will show a margin of profit. The
sameapplies to our merchandise bought fo- stock.

But what will be our position tinder the American valuation plan? I.et us analyze
the situation.

We can not alter our methods to meet the new condition. ' he nature of our business
precludes it. We must still take orders for future delivery. We must still sell before
importing. We must still buy goods which require several months for manufacture.
Yet how is it to be done? 11e can not quote prices nor safely place our orders without
knowing costs. Our duty at 6O per cent under the present law is an important element
of cost. It will be a bigger factor under the proposed bill. TIhe primary basis of
valuation, having been changed to the prices charged by American manufacturers,
will no longer b6 known to us. Our old channels of information will be useless.
'I he new ones will not be open. Indeed, if they were, it would make little difference.
No matter how keen our desire or how diligent our search, it would be futile to attempt
to learn the amount of duty to be paid on our importations. Ihe markets in this
country are too many, the sales too numerous, the prices too varied to permit of any-
thing but the merest guess at the dutiable value of our imports.

Even assuming, however, that we could satisfy ourselves as to dutiable value based
on selling prices of comparable goods in this country, what reason is there to suplse
that the appraiser would have the same ideas as ours as to the comparability of the
goods, the principal market for their sale and their proper wholesale price among the
many wholele prices? I hese are matters which rest largely on personal opinion,
and as to which no two individuals may think alike. 'Ihey seldom enter into foreign
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valuation for the simple reason that under such method the goods covered by 99
invoices out of every 100 are appraised on the basis of the same kind of goods, sold by
the same seller in the same market place to other buyers. On the very few occasions
under the present system, when resort to comparable merchandise Is necesWy, it is
a matter of record, as the reappraisement files of the Board of General Appraisrs will
show, that the results are both uncertain and unsatisfactory.

As we visualize the situation at the present moment our import business is to be
completely altered. From a legitimate and safe occupation it will become a hazardous
undertaking. Not only will our prices depend on circumstances beyond our con.
trol, and be regulated to a large degree by the dealings of domestic producers, but
we shall be seriously hampered in fixing any prices. Every order taken by us will
be a speculation; every commitment made will be a risk. In our future import
dealings, it would seem, we are no longer to be business men, but gamblers. -

CONCLUSION.

Naturally , we oppose the change. We believe it unnecessary. The danger of
commercial invasion from Germany. or countries similarly situated, in our opinion
is grossly exaggrated. Whatever danger may exist should be met directly by as
simple a remeay as possible. The cure should not be worse than the disease. At
this uncertain period in the economic life of our country when exports and imports
are shrinking month by month, when our ships lie idle at their docks, when the
process of deflation is still under way, we can not condemn too strongly the ineffable
folly of an experiment which will greatly increase prices., prohibit imports, further
curtail exports, disrupt the customs service, interfere with legitimate business deal.
ings, and which is alreaiy cauiin3 apprehension, unrest, and general dissatisfaction
among merchants.

Members: Amrein, Freudenberg & Co.. 212 Fifth Avenue, New York Billwiller
Bros., 315 Fifth Avenue, New York; Blanck & Co., 113 Fifth Avenue, kew York;
Blum, Gritzner& Singer. 113 Fifth Avenue, New York; Case & Co., 117 Fifth Avenue,
New York; E. T. Eberhardt & Co., 874 Broadway, New York; Goldenberg Bros.
& Co., 109 Fifth Avenue, New York: Goodman & Deissuer, 126 Fifth Avenue. New
York; Frederick Hacker& Co., 33 West Twenty.first Street, New York; L. H. Junod
& Co., 104 Fifth Avenue, New York; Klauber Bros. & Co., Fifth Avenue and Six.
teenth Street, New York; Krower-Tynberg Co., 32 West Twenty-third Street, New
York; Loeb & Schoenfeld Co., 27 West Twenty.third Street, New York; Frederick
Ludewig & Co., 110 Fifth Avenue., New York: Max Mandel, 19 West Twenty-first
Street, New York; Mills & Gibb Corp., Fourth Avenue & Twenty-second Street,
New York; Muser Bros., 1150 Broadway, New York; Naef Bros., 1170 Broadway,
New York- Neuburger & Co., 124 Fifth'Avenue, New York: Oppenheimer, Doer-
berg Co., 99 Fifth Avenue, New York: Reichenbach & Co., Ill Fifth Avenue, New
York G. Sidenberg & Co., 114 Fifth Avenue. New York; Stein, Doblin & Co., 935
Broadway, New York; S. & A. Stern. 87 Fifth Avenue, New York; Stern & Stem,
79 Fifth Avenue, New York: J. K. Stiefel & Co., 126 Fifth Avenue, New York;
Tobler Bros. & Co., 387 Fourth Avenue, New York; P. K. Wilson & Son; 130 Fifth
Avenue, New York; Thomas Wilson & Co. (Inc.), 104 Fifth Avenue. New York;
Wohi, South & Co., 150 Fifth Avenue, New York; Voss & Stem, 71 Fifth Avenue,
New York; Sol Goldsmith & Son, 138 Fifth Avenue, New York; Goldfrank Co.,
135 Fifth Avenue, New York; Harry Angelo & Co., 485 Fifth Avenue, New York;
Burr & Hardwick, 130 Fifth Avenue, New York; Claflins, (Inc.), 224 Church Street,
New York- Doob Sons & Co., 102 Fifth Avenue, New York; 1. Lindenbaum & Co.,
48 Walked. 'treet, New York: Jonas Bros., 926 Filbert Street, Philadelphia.

STATEMENT OF HENRY HOWAID, CLEVELAND OHIO REPRESENT-
ING THE MANUFACTURING CHEMISTS' ASSOCIATION OF THE
UNITED STATES.

The CHAIRMAN. Please state your full name to the committee,
Mr. Howard.

Mr. HOWARD. Henry Howard.
The ChARMAN. You are in the chemical businessI
Mr. HOWARD. I represent not, as put down in the list, the Gras-

selli Chemical Co., but the Manufacturing Chemists' Association
of the United States, in the capacity of chairman of the executive
committee.

ml In |I
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The CHAMMAN. What particular concern are you immediately
identified with?

Mr. HoWARD. The Grasselli Chemical Co.
The CHAIRMAN. Where is that located I
Mr. HOWARD. Cleveland, Ohio.
The CHAIRMAN. What do they make?
Mr. HoWARD. Heavy chemicals, acids, chemicals, dyes, inter-

mediates.
The CHAIRMAN. Will you proceed briefly, Mr. Howard, and state

your views, and anything further you may desire to add you may
print as a part of your remarks. *We want to treat all of you gentle-
men with every courtesy but it is obvious with the revenue law
coming on and a demanA all over the country for speed that we
must hurry along.

Mr. HowAriD. !fr. Chairman, the lace people have had three
hours, and I want only about 15 minutes, plus any time you take upby questions.The CHammAN. I know they have consumed a great deal of time,

and it is not fair to you. You may proceed.
Mr. HOWARD. The Manufacturing Chemists'. Association of the

United States, organized in 1872, is an association of the manufac-
turing chemists of this country, and a list of its members is hereto
annexed.

We urge you to consider with mat care the suggestion which
has come from many sources, and- with which we are heartily in
accord, that the domestic value be taken as the basis for calcu-
lating ad valorem rates or for any rates that are in any way regulated
by the value of the imported article. This procedure has been
advocated by many of our leading statesmen during the past 100
years, but never in our history has there been a time when its advan-
tages are so apparent as at present when we are almost the only country
on a gold basis and when values in foreign markets owing to de-
preciated currency are so unstable and distorted and vary in such
great degree among different countries that it would be practically
impossible" intelligently to write a tariff to-day that is based on
foreign valuation.

Two main points of attack of this plan have come to my attention:
First, the difficulty of determining the domestic value.
Perhaps the best short answer to this criticism is that whatever

difficulties may be encountered in obtaining a fair domestic value
they can never be as great on the average as the difficulties encoun-
tered in obtaining a fair foreign value. The proof of this is the
flagrant undervaluations that are continually taking place in articles
covered by ad valorem rates which, although in general well
known, are practically impossible to prevent, owing to the difficulty
,of investigating facts and conditions in foreign countries.

The fact that undervaluation exists to an alarming degree is so
well known that it hardly requires any proof. I will, however call
your attention particularly to a statement made by Mr. William

urgess to the Committee on Ways and Means. Mr. Burgess says:
I beg to quote from an address made at a large commercial gathering in Berlin,

by the chairman, one Of the largest and most reputable merchants in Germany. The
address was made behind closed doors and afterwards was read before all the chambers
of commerce within the realm.
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The address referred to by Mr. Burgess, while criticizing the old
United States tariff policy of fixing a duty to compensate for the
difference in the cost of production at home and abroad, goes on as
follows:

Experience has taught that the workings of a tariff have not fulfilled the pr
for which it was created, but, on the contrary, the information <gained under this
regulation concerning costs of production has been so defective that in many cases
it has been misleading, because through the prudence of our offcials we have taken
care that Investigations of this character shall throw little light upon the actual value
of their consignments. In many cases trouble has been avoided by having invoices
consulted remote from districts In which the goods are manufactured.

The second point of attack on Aniierican valuation, which if justified
would be a serious one, is that the plan of using domestic valuation
as a basis of assessing ad valorem rates would be objected to by our
State Department on the ground that it might be in conflict with
our commercial treaties with foreign countries which provide in
substance that there shall be no discrimination and that each country
shall have the same privileges in trading with us as any other. In
other words, practically anH of our commercial treaties include a"most-favored nation" clause. The thought of the opponents Qf
American valuation apparently being that it supersedes a system
wherein the domestic value in each of the foreign countries is taken
as the basis for assessing ad valorem duties and that therefore with
foreign valuation as at present each country is treated exactly alike.

If this contention were true, then we must admit that our present
system of specific duties is the grossest discrimination, because we
charge the citizens of each country sending goods into the United
States exactly the same rate, when figured in money per unit quantity
of the article imported, irrespective of the probable fact that the
market value of the article is widely different in different countries.

The opponent of domestic valuation that is, the importer, might
well say if he were consistent that a sliding scale for specific duties
should be provided whereby the country having the lowest market
value, and therefore presumably the lowest costs for a given article,
should be given a preferentially lower specific rate than its neighbor,
with higher costs and therefore higher market values.

This is exactly what we are now doing with our ad valorem duties
based on foreio'n valuation, and I maintain that besides being bad
for the United %tates the system is the grossest discrimination against
the countries having the higher costs and must result in many cases
in practically barring them from doing business in this country.
Careful consideration of this point will convince you that the old
system of foreign valuation is, in fact, discriminatory in a most
marked and unfair manner.

Take a concrete instance; phenolphthalein was recently offered in
the United States by German producers at 68 cents per pound, 25 per
cent ad valorem, duty paid, which would make the market price in
Germany about 55 cents per pound. The market price at the same
time in England on phenolphthalein was 81.50 per pound, and 25
per cent ad valorem duty would be 37.5 cents per pound, or a differ-
ential against the British product and in favor of the German product
of 24.5 cents per pound.

Is not this discrimination of the grossest sort, which would be en-
tirely obviated if the domestic valuation in the United States were
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used for all alike? Ad valorem duties combined with domestic
valuation as a basis is in fact the nearest approach to specific duty
in the many cases where a specific duty is not practicable, and we
believe its fairness and desirability is so evident on studying the
question that it should be made a law, irrespective of party lines,
because it is just as necessary and just as desirable in a tariff for
revenue as in a tariff for protection.

It seems to us that American valuation should not be considered
as in any sense a question of tariff policy. It is simply an adminis-
trative feature and is just as valuable in a tariff for revenue only
as in a protective tariff. Its justification is its fairness and protection
to all alike; to the importers from all countries who get equal treat-
ment no matter what the rates of exchange may be; to the United
States Government whose revenues are protected against fraudulent
undervaluation and to American industry which will be insured
thereby that it will actually receive the protection Congress intended.

The following is a list of the officers and members of the association:

MANUFATURING CnsEusrs' AssoCIAroN O TUE UNITED STATES.

The Manufacturing Chemists' Association of the United States was organized in
1872. The following is a list of its members:

OFFICERS.

President: Dr. Chas. L. Rees, E. I. du Pont do Nemours & Co., Wilmington. Del.
Vice presidents: H. H. S. Handy, Somet-olvay Co., Syracuse, N. Y.; C. Wilbur

Miller, Davison Chemical Co. Garrett Building Baltimore, Md.
Treasurer: S. W. Wilder, Merrimac Chemical Co., 148 State Street Boston, Mepe.
Secretary: lohn I. Tierney, 540 Woodward Building, Washingtong Dt. 0.
Executive Committee: Henry Howard, chairman, TheGrmeli Chemical Co., 1300

Guardian Building, Cleveland Ohio; Adolph G. Rosenarten, Powers-Wpightman-
Rosengarten Co., Ninth and 'arrih Streets PhiladelphIa Pa.; Lancaster Morgan,
General Chemical Co., 25 Broad Street, New York, N. Y.; (. Wilbur Miller, Davison
Chemical Co., Garrett Building, Baltimore, Md.; D. W. Jayne, the Barrett Co., 17
Battery Place, Now York; Edw. L. Pierce Solvay Process Co., Syracuve, N. Y.;
H. R. Dow, the Dow Chemical Co., Midland, Mich.

MEMBERS.

Armour Fertilizer Works, Chicago, Ill.
The Barrett Co. 17 Battery Place, New York, N. Y.
Baugh & Sons do., 20 South Delaware Avenue, Philadelphia, Pa.
Henry Bower Chemical Manufacturing Co., Gray's Ferry Road and Twenty-ninth

Street, -hiladelphia, Pa.
Calco.Qhemicid Co., Bound Brook, N. J.
B. P. Clapp Ammonia Co., Providence, R. 1.
Columbia Chemical Co Barbeton, Ohio.
Consolidated Color & Chemical Co. 122 Hudson Street, New York, N. Y.
Contact Process Co. P. 0. Box 98, buffalo, N. Y.
Davison Chemical &1. 1101 Garrett Building, Baltimore, 11d.
Detroit Chemical Works, Detroit, Mich.
Diamond Alkali Co., Pittsburgh, Pa.
Dow Chemical Co. (the), Midland, Mich.
E. I. du Pont do Nemours & Co., du Pont Building, Wilmington, Del.
General Chemical Co., 25 Broad Street New York N. Y.
Grasselli Chemical Co., 1300 Guardian building, Cleveland, Ohio.
Harshaw Fuller & Goodwin Co 720 Electric Building, Cleveland, Ohio.
Hean & Frerichs Chemical Co. t. Louis, Mo.
Heller & Meis Co Hamburg vPace, Newark, N. J.
Hercules Powder (o., Wilmington, Del.
Hoyden Chemical Works (the). 135 William Street, New York, N. Y.
Hooker Electrochemical C(,., !j Wall Street, New York, N. Y.

81527-22--A v-1 2
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Hord Color Products Co., 424 East Market Street, Sandusky, Ohio.
Klipetein, E. 0., & Sona Co., 644 Greenwich Street, New York, N. Y.
Kfleisch Corporation (the) 31 Union Square Weat New York, N. Y.
Chas. Lennig & Co. (Inc.), 112 South Front Street, Pahildelphia, Pa.
Mallinckrodt Chemical Works, 300 North Second Street, St. Louis, Mo.
Mathieson Alkali Works (the), 25 West Forty-third Street New York City.
McKeson & Robbins (Inc.), 91 Fulton Street, New York, k. Y.
Merck & Co., 45 Park Place, New York, N. Y.
Merrimac Chemical Co., 148 State Street, Boston, Mlws.
Michigan Alkali Co., Ford Building, Detroit, Mich.
Mutual Chemical Co. of America, 5John Street, New York, N. Y.
National Ammonia Co. (the), Frankford Philadelphia Pa.
National Aniline Chemical Co., 21 Burling Slip, New York, N. Y.
National Lead Co., 129 York Street, Brooklyn, N. Y.
Naugatuck Chemical Co. (the), Naugatuck, Conn.
New England Fuel & Transportation Co. (the), I11 Devonshire Street, Boston,

Maw.
Newport Chemical Works (Inc.), 120 Broadway, Now York, N. Y.
N'L-ara Alkali Co., Nig Fail, N. Y.
Nichols Copper Co., 25 Broad Street, New York, N. Y.
Pennsylvaia Salt Mfg. Co., Widener Building Philadelphia, Pa.
Chas. Pfiter & Co. (Ltd.), 81 Maiden Lane, New York N. Y.
Philadelphia Quatz Co., 121 South Third Street, Philadelphia, Pa.
Powers-Weightman-Ro3engaten Co., Ninth and Parrish Streets, Philadelphia, Pa.
Rhodis. Chemical Co., New Brunswick. N. J.
Roessler & Hma.lacher Cherrical Co., 709-717 Sixth Aveuue, New York, N. Y.
Rollin Chemical Co. (Inc.) Charleston, W. Va.
Semet-Solvay Co. (the), Solvay, N. Y.
Solvay Process Co., Syracuse, N. Y.
Tartar Chemical Co., 135 William Street, New York, N. Y.
IT. S. Industrial Alcohol Co., 27 William Street, New York, N. Y.

Now, this morning a good deal was said about the difficulty of
determining American valuation and about the way in which our
appraisers would be swamped. If the importer in this country is
required to declare the American valuation just as the foreign valua-
tion is now declared by the importer, why, then, you would-have no
more complication than you have now. You would have this ad-
vantage, that the appraisers would be in a position immediately to
compare that declarative valuation with information which is at
the door, right at band, whereas to-day they have to go back to the
countries all over the world to make the comparison. Is it not
likely that you would get a good deal closer and more accurate
statement of value from the importer when he is declaring on the
American valuation, which anybody can check up, than if ho makes a
declaration of a value which exists 10,000 miles away? In other
words, it would seem that the machinery required for getting an
accurate valuation would be far simpler under the American valuation
plan than tinder the present system. The fact of the matter is as we
all know, that we have no well defined method for securing informa-
tion regarding foreign valuation. Of course, the tremendous.objec-
tion which has been brought out once or twice before to the foreign
valuations of to-day, which is one of the principal excuses for niaking
the change, is that the foreign valuation is so different in different
countries by reason of the tremendous variance in rates of exchange.
Under the present system you have to determine 40 or 50 or 100
valuations, and have to have machinery for determining those
valuations in all of the foreign countries. Whereas under the pro-
posed system all that machinery could be concentrated right here
right at home, under your own jurisdiction.

-
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I think that is all I have to say, Mr. Chairman and gentlemen.
The CHAIRMAN. You will have an opportunity to correct your

remarks, if you so desire.
Mr. HOWARD. I would like to have that opportunity, sir.

STATIrNT OF CLEMENT J. DRISCOLL, REPRESENTING THE LIB-
ERTY LACE AND NETTING WORKS.

The CHAIRMAN. Mr. Driscoll, you may proceed with your state-
mont.

Mr. DItSCOLL. I will not detain you more than one minute.
The CHAIRMAN. Very well, you are a most attractive witness.
Mr. DRISCOLL. I represent the Liberty Lace and Netting Works,

and wanted to say to this committee onbehalf of our company that
they favor the American valuation in this bill.

I want to leave one other thought. In the course of the hearings
it has been advanced constantly that if the American valuation
plan is adopted the so-called importer will be driven out of business.
Just this one thought.

The importer is a jobber. He is essentially a distributor, and in the
last analysis it will not make the least bit of difference to him if there
is a complete embargo, because all he has to do is to take the ticket
off "Made in Germany" and put on "Made in America." During the
war he lived and was prosperous and healthy, but he was buying our
goods, and his tables were loaded withgoods marked " Made in
America," and his income-tax returns w show that he was Tery
healthy and happy. The discussion which tends to indicate that, hbe
will be'driven out of the country or out of existence is absolute fiction.
We are not in competition with the importer; we are in competition
with the European manufacturer.

Our company is very much in favor of the plan and urge its adop-tion.

STATEMENT OF DUDLEY HARMON REPRESENTING THE MANU-
FAOTURERS' ASSOOIATiON OF CONNEOTICUT.

The CIAIRMAN. You may state your name to the committee, Mr.
llarmon.

Mr. HAMoN. Dudley Harmon.
The CGIAIJRMAN. You represent Mr. Hubbardf
Mr. HARMO'. Yes, sir.
The CIJAI)IA-. He requested you to appear here ?
Mr. HARMON. Yes, sir.
The CHAIRMAN. What is your business ?
Mr. HARMON. I am the 'executive in charge of the offices of the

association.
The CIIAIRMA.. That association represents all the manufacturers

og Connecticut?
Mr. HARMON. It has about 800.manufacturers of the State and is

thoroughly representative of the industries of the State.
The CRAIRMAN. You may proceed with any statement you have to

make to the committee.
Mr. HARMON. Mr. Chairman and gentlemen, I desire for a moment

to call your attention to the fact that the Manufacturers' Association
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of Connecticut believe the American valuation is essential for ade
quato protection of Connecticut industries. That has been expressed
through formal vote of the executive committee and board of directors.

Senator MoLEAN. What was that vote based upon ? Was there a
referendum on the question?

Mr. HARMON. It was discussed in our meetings, it was the subject
of discussion in our association bulletins, -but we did not conduct a
formal referendum.

Senator MoLEAN. Was there any opposition that you know of?
Air. HARMON. No, sir. I will point out that Connecticut is a

highly industrialized State, and that it is a very good cross section of
American industry, and among our members are some manufac-
turers who have large importing interests and whose views on that
question differ from those of the majority.

The association is made up of some 800 manufacturing establish-
ments in the State, which last year employed more than a quarter
of a million men and women, and its combined aggregate capitaliza-
tion is nearly $1,000,000,000. The question of A-merican valuation
of imported goods has been before them for several months, and as
individuals, in local groups, and through the trade associations,
they have supported the action of the State association in favor of
the American valuation plan.

The most recent reports to the association show that out of more
than 200 plants reporting the average operating schedule is only
three and a fraction days a week, with forces reduced from one-fourth
to three-fifths or more. A considerable number of plants are closed
this summer, from two weeks to indefinite periods. In many in-
stances, plants which are closed, or which have greatly curtailed
their operations, are confronted with the spectacle of large quantities
of imported, competing goods arriving in the United States, finding
a ready market at prices far below the cost of production in Connec-
ticut. No conceivable sacrifice of profits, no change in methods of
operation, no reduction in wages is possible to Connecticut manufac-
turers which will enable them to get down to these foreign prices.

On the other hand, we believe that the adoption of the American
valuation plan will offset the-double advantage which the European
producers enjoy in the way of their extremely low cost and depre-
ciatedcurrency. Furthermore, we believe that the American valu-
ation is the only available measure that will at this time meet the
very critical condition with which we are confronted, and preserve
the Conneticut manufacturer's right to compete in his own country
with the goods the foreigner produces. We have not seen the
soundness of the principle anywhere effectively denied. We are
firmly convinced it offers an essential and effective means of relief
to our industries.

It seems to us, therefore, that the question of administrative
difficulties is very much outweighed by the other points. We think
the objections that have been urged on the committee in these hear-
ings are not by any means insurmountable, and the committee has
heard competent experts declaree the plan is practical in operation
from an administrative point of view.

Therefore, we earnestly hope the committee will recommend the
adoption of the American valuation plan.

I thank you, Mr. Chairman and gentlemen.

I W N N.W - NOW-

176



AM ERCAN VALUATION. 177

Senator MCLFAN. The excess-profit taxes paid by the Connecticut
manufacturers will be rather small unless they get some additional
protection against foreign importations, will they not?

Mr. Hi-RMo.N. On the basis of conditions now, I think most of them
have dismissed the excess-profit tax from their minds.

Senator StooT. They are likely to got out of paying the excess-
profit taxI

Mr. HARSMON. Very frankly, Senator, many of them are losing
money at this moment.

Senator McLEAN. It has been suggested we ought to revise the tax
law further, and I will repeat the remark which I made a few moments
ago, that apparently the patient needs some nourishment before we
open a new artery.

Mr. HARMON. Connecticut as an industrial State is hardly on the
map if its factories are not operating.

Senator WATSON. Senator McLean I do not agree with you about
that, but I am not going to argue it here. I think we should revise
the tax laws first, but we will take that up later on.

Senator McLEAN. Both are important.
The CHAIR AN. Is that all?
Mr. HARMO.N. Yes, sir.
The CHAIRMAN. There is one more gentleman, Mr. David Metzger,

of New York, representing the Madeira Embroidery Co.
Mr. METZOER. I am president of that company, but Mr. Lane, the

attorney, is here, and lie represents about 15 other companies along
that line, and I would like to make way for him.

The ChAIRM.AN. Very well.
Senator S.OT. You are an importer?
Mr. METZOER. Yes, sir.

STATEMENT OF THOMAS M. LANE, REPRESENTING MADEIRA
EMBROIDERY IMPORTERS, NEW YORK, N. Y.

The CHAIRIMAN. You may state your name to the committee.
Mr. LANE. Thomas M. Lane.
The CHAIRMAN. You are an importerI
1fr. LANE. I am an attorney representing certain importers.
We will file with the committee to-day a printed brief outlining the

objections of four of the leading Madeira embroidery importers of
New York, and I represent probably 15 in addition to those named
in the brief who will ask permission to file a later protest against the
American valuation plan.

No American house 15 years ago was actively engaged in the pro-
duction of Madeira embroidery. The Germans controlled the
Madeira embroidery industry exclusively. American capital has
largely displaced German capital, and the ifidustry has thus come to

'be one of those developed abroad by American capital.
Senator WATSON,. Why do you say it was developed abroad by

American capital?
Mr. LANE. It was developed abroad by American capital, because

it is an industry sui generis and peculiar to the island of Madeira.
You could not produce it anywhere else except on the island of
Madeira or adjacent Portuguese possessions.

Senator WATSON. Is that on account of the raw material?
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Mr. LANE. It is principally on account of the labor. The produc-
tion is a peculiar local output made by the women of the island or
Madeira.

Senator WATSO.N. At very low wages?
Mr. LANE. Yes, sir; at comparatively low wages. However, it

could not be produced in this country.
Senator SmooT. You could not get the women living in that country

to come to this country to make that lace?
Mr. LANE. I would not admit that, Senator Smoot, but the women

in this country don't know how to make it.
Senator SMoOT. I am aware of that. I do not think the women

would make that lace.
Mr. LANE. It is peculiar to the women of that island.
Senator SMoor. Those women would not want to come to live in

America ?
Mr. LANE. You could not move that population here, if that is

what you mean, that lives on the island of Madeira.
The Germans went there and obtained control of the industry, and

American capital is gradually displacing them. Seventy-five per
cent of the production or output of Madeira embroidery is now con-
trolled by American capital.

Senator McLEAN. Is their output comparable to lace made in this
country i

Mr. N No, sir: there is no competitive article in this country.
A further peculiar feature of the industry is that its very essence

is noveltr , a constant development of new designs, new patterns,
new articles, so that that feature of it makes the American valuation
plan one of peculiar difficulty. In the lirst place, under the statute
as it is now framed these goods, not having any comparable or com-
petitive products in this country, can not he appraised on the value of
the American product-they are self-valuing, so to speak. The im-
porters have found, after the most careful consideration of the
question, that they will be absolutely unable to determine what the
American selling price will be.

Senator SMOOT. The importer can swear to that, can he not? He
can swear to what he is going to sell them for?

Mr. LANE. He can swear to almost anything, Senator Smoot; but
the mAchinery provided in this law has teeth, and lie must be careful
that lie does not swear carelessly.

Senator SM oor. That is just why I would want him to swear, and
then they would not have very much trouble in getting at the value.

Mr. LANE. He ii willing to swear if he knows what it is going to
cost him-landed in this country.

Senator SMOOT. No importer is going to import those things into
this country unless he knows what-he is going to sell them for.

Mr. LANE. The answer to that question, Senator, is that he does not
and has not. In fact, for six or eight months before lie knows what he
is going to get for them he puts them in work, and there is no way in
the world for him to know the price '-he market will pay him.

Senator SMOOT. I am talking about when they are to be sold and
when the duty is to be paid upon them.

Mr. LANE. After they are here and after he tests out his market.
Senator SMOOT. That is the only article in the lace or woolen goods

or cotton goods or any goods that I know of that is to be made from
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raw materials that would take as long time as that class of goods
would take, that the orders would not be placed six months ahead
and the goods sold in this country sometimes six months ahead. We
sell woolen goods eight mouths ahead, before they are made and
before the wool is purchased, but we have samples and sell on sample.

Senator McLEAN. Have you any competition on that article?
Mr. LA' NE. Practically none. These goods are not sold on sample.
Senator McLEAN. If you have no competition in this country, I

should think you could fairly estimate your selling price.
Mr. LAN.E. These are dufiable at 371 per cent under paragraph

1430 of the bill.
The effect of that on the American selling prices as far as they are

now determined, based on present cost of production, would be an
increase of about 125 per cent over th rate that has prevailed for
the last 30 years, Sixty-por cent has been the rate that this article
has paid ever since the McKinley tariff of 1890, and that is one of the
high rates of the tariffs. Figured at the present, production cost and
present foreign cost, the rate of 37.5 per cent on a selling price that
would pay the same profit as now would be a rate of about 135 per
cent on foreign value. We have put the formula in our brief, and it is
perfectly evident to anyone that that would be the effect. Take an
article that now brings $10 on this market, the proper ratio of cost
is about 83.75. That article would cost about $3.75 to produce at
Madeira.

Senator SHOOT. Those rates the coimnitteo will go into.
Mr. LANE. Yes, sir. Your 37.5 per cent duty is on the $10 selling

price, $3.75, just 100 per cent which wipes out all profit. In order
to have the same profit we now receive the price of that $10 article
would be $13.50, an increase of about 35 per cent.

Senator SMOOT. You mean you sell the goods that cost you $3.75
for $10?

M[r. LANE. Yes, sir; 60 per cent--
Senator S.MOOT (interposing). If you are making 200 pcr cent I can

not see where, you have any complaint.
MI. LANE. You in;sundcrstand mo; $3.75 is foreign valuation,

and there is 60 per cent duty on that under the present law.
Senator SAlOOT. That would be $2.25.
Mr. LANtE. The duty would be $3.75 at 371 per cent on a selling

price of $10. And you have to add 50 cents for shipping, and you
have to add $2 for your overhead in the United States. Reniem ber
that this industry is essentially an American industry. The goods
are manufactured in Madeira and are brought over here and picketed.
Your overhead hero would be 20 per cent on your selling price, and
you would not have any profit left. That would take up the $10,
just exactly. •

Senator S3mooT. That is a question of rate, not a question of prin-
ciple at all. I can not see that your concern would have any trouble
with American valuation.

Mr. LANE. We have stated the difficulties in our brief and they
seem to be insuperable. There is no way to determine our American
value in advance of importation.

Senator Sxomor. You would not manufacture the goods unless you
knew you were going to sell them nt a profit. If you do, you are
the only manufacturers that ever did it.
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Mr. MrzoER. A manufacturer can not tell that on imported mer-
chandise. He never can tell what the profit is going to be on those
goods. That is a thing to be determined afterwards. He hopes to.
make a profit, but he may actually make a loss. Nobody can de-
termine that. He has to sell them and so does every other importer.
We don't bring them here with the idea of selling them at a loss, but
in ordinary business procedure that is what takes place.

Senator SMoor. They do not all lose money?
Mr. MEzoER. We hope not.
Mr. LANE. If the committee has time I should like to make a few

general remarks about the American valuation plan, based on an ex-
perience that I think justifies me in generalizing to a slight extent.

Senator MOCuMap.R. Is that already in your brief?
Mr. LANE. No; but if the committee does not want to hear it or

would prefer to give me an opportunity to present it at a later date
I will not take up the time now.

Senator McCuMBER. We have still another witness, and we are sup-
posed to close at 5.

Mr. LANE. I propose entirely to consult your convenience. I may
ask you to hear me.later.

Senator SMOOT. I suggest that he go on now and we will get through
to-night.

Mr. LANE, I have been in the position to observe the operations of
our tariff law vcry intimately for the last 20 years. I have been in
intimate touch with every important. controversy under our tariff law
for the last 20 years, 10 years as a private practitioner and about 12
years as a Government official, and- I can not see how it can be over-
looked that the question of American valuation does not in any way
involve the question of protection, the question of currency derre-
ciation, or any other of the alleged economic reasons for its adoption.

The present system, with the modifications with respect to cur-
rency valuations that were inserted by this committee in the emer-
gency tariff law, seems to me to embody one of the most ideal
appraisement methods in force in the world, one that most closely
and most nearly reflects economic conditions, true principles, and
true valuations. We have a system under which we ascertain foreign
market values at the principal markets of the countries of exporta-
tion. We have had that for 100 years.

Every man who is experienced in importing knows that in European
countries the market for production of particular commodities is ex-
tremely localized. Under the present rule of foreign valuation,
which requires that market values in the principal markets of the
country of exportation be ascertained, the problem of the Govern-
ment officials is relatively simple. It consists in most instances in
an investigation of values in a production district at the most a few
hundred square miles in area. If we want to know the value of
Bradford woolens, we know where to get them~ if we want to know
the values of Irish linen, we know we can get them in Belfast; if we
want to know the values of French silks, we know where to get them;
and the same is true of German toys and French tapestry..

The difficulties of obtaining those values that have'been alleged
here have generally been asserted by men who have had no experience
in investigating or ascertaining foreign values. Every man that
has had experience, that I have heard speak, seems agreed on the

4
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proposition that the difficulties have been greatly exaggerated.
The experiences of those who day after day and year after year
have been in touch with appraisement cases before boards of general
appraisers is that in the great majority of cases adequate evidence
of foreign values is obtained. To say that it is as easy to obtain
American values as foreign values must impress every one with
practical experience as a grotesque assertion. The problem of
obtaining the American values which the law requires will be
enormously more difficult. *

I say "The American values which the law requires." Pretty
nearly every advocate of the plan that you drive into a corner on
this proposition and read the statute with and analyze it line by line
ends by telling you that some value will be taken that is nothing more
than one the appraiser has guessed. I do riot want to misstate the
position of anybody, hut pretty nearly every man I have asked to
analyze the statute seems to arrive at that conclusion. In other
words, it would not be anybody's value.

To ascertain foreign vacation, as we have for many years now,
a reasonably diligent investigation in a limited district of produc-
tion, where fairly stable prices are established in close competition,
is usually all that is necessary. There is no great mystery about
it. I fully agreo with Mr. Davis, that 50 Government agents could
do it, although six or seven have done it fairly well. To ascer-
tain American values under the law the Government officials and
the importer must cover a distributing market having an area of
3,000,000 square miles, unless you take away all the remedy which
the law aftords. The values in a distributing market covering
3,000,000 square miles have got to be ascertained by somebody, if
they are not produced by the American manufacturer voluntarily to
the appraiser, and it has seemed very probable that the bill has not
given the appraiser the proper subpoena power to enable him to com-
pel the American manufacturers to produce those values. I think,
that you will keep the American manufacturer with his books and
records and papers in court most of the time trying to find that out.
From an attorney's standpoint it appears t6 be an ideal statute,
because it promises an era of major litigation that surpasses anything
we have known in customs circles for generations.

It is not difficult at all for anybody familiar with the situation
to imagine the confusion and embarrassment and delays that would
follow an attempt to impose upon appraising officers the burden of
ascertaining the American selling price for even staple raw materials,
and when they are required to apply that principle to the infinite
variety of manufactured articles that come in you are going to be
confronted with a chaotic situation.

I have said this hai nothing to do with prot.ection. You can tako
foreign values, you can ascertain with reaonable certainty the
ddmestic industry that requires protection and apply the proper
fud valorem rate to give it protection, but unless the domne3tic manu-
facturer should have American valuation as a cloak for getting a
higher duty than he is entitled to then I think there is no reason why
it should be adopted. At this time, when we are confronted with so
many difficulties, why add one more major difficulty?

They say because we have fraud. I was much surprised the
other 'day to read in a statement of one of the foremost advocates
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of this plan a somewhat hesitant suggestion that there was fraud in
10 per cent of the importations. Most of the official statements I
have read I believe limited it to something less than I per cent.. Now,
that statement was repeatedly made. I sat in the hearings before
the Ways and Means Committee and heard it made day after day,
that this American valuation plan was necessary to prevent fraud on
the reveme. Nothing is easier than to make vague and sweeping
allegations of fraud and then assume the attitude that the burden has
been shifted to the importer. There is one thing noticeable, and I
challenge an investigation of the hearings with that in mind, and
that is those who have talked loudest of 7raud have been those who
either were in a position to know very little about it or had a motive
in making it appear to exist. Almost everyone in a position to know
has agreed that there is very little fraud in connection with im-
ports. I know most of those who are in a position to know in customs
circles, and could name them to you in 15 minutes.

Now, the fact is, gentlemen, that the bulk of our import trade is
in the hands of large and reputable interests, and the majority of our
duties are paid by large importers who are merchants of high honor,
respectability, and standing, and who are jealous of their reputations
and sincere in their respect for law, as much so as any other body of
citizens. I do not think it is going too far to say that in that par-
ticular they do not suffer at all in comparison with the gentlemen who
have been maligning them.

Senator WATSO.. I do not think that is an impelling reason for
the adoption of American valuation.

M.r. LANE. It has been advanced as one of the most impelling
reasons. Another reason has been the currency situation. I hope
you will give that careful attention. I have not the time to go into
it to-day.

Senator SMOOT. I think we know something of that.
Mr. LA.E. You do, and you. have shown an intelligent apprecia-

tion of it in the emergency tariff. I hope I state what the committee
understands when I say *the value of commodities is in no way de-
pendent upon the vahie of foreign currency, and yet witnes'after
witness has talked as though the value of commodities and the value
of currency were completely involved, so that one was dependent
upon the other.

Senator WATSO.N. You think they have no relation whatever ?
Mr. LANE. That may be too strong a statement to say there is no

relation, but if there is any it is very slight.
Senator 83bOOT. Foreign exchange has no relation whatever to the

cost of producing goods in one country or another ?
Mr. LAN,. I say the commodity retains, as a general economic

principle, its value in gold, irrespective of the fluctuation in exchange.
Senator S.IOOT. I say that is not true, and I can prove it not only

by the greatest experts in Germany and England and France, but Ii
other countries.

Mir. L.ANE. I do not want to disagree too much with experts, but I
will venture the assertion that in most cases where it is alleged that
exchaig. has affected commodity values you will find the fluctuation
is due t some other economic cause.

Senor SSMOT. I have not time to go into it, but I could tell you
the statistics in round numbers given by the statistician of Germany
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Iimstil, that the mark is worth 1.3 cents, or was at the time I in-
quired of him, in gold, and at the sam6 time was worth 1.65-

fr. LANB (interposing). In international trade?
Senator SMoo. No; not in international trade, but in buying of

clothing, in the buying of food, in the payment of rent and the pay-
ment of wages in Gerinany. There is no question about it at all.

Mr. LANE. I would like to talk that over with you, because I think
I could make some suggestions.

BRIEF OF THOMAS M. LWN, REPRESENTING MADEIRA EMBROIDERY IMPORTERS
OF NEW YORK.

The undersigned are manufacturers and importers of Madeira embroideries,
which under the pending general tariff bill (H. r. 7456) would be dutiable at 37J
per cent ad valorem under paragraph 1430 of the bill as passed by the House.

By virtue of section 402 of the bi lIthe above ad valorem rate of 37J per cent would
be assessed on the American selling price of this commodity.

A duty of 371 per cent on the American selling price is the equivalent of a duty
ranging from 100 per cent to 135 per cent on the foreign valuation, as against a duty of
WO per cent on foreign valuation, which has prevailed for over 30 years. The rate of
W10 per cent on foreign valuation under the McKinley tariff of October 3, 1890, under
the Dingley Act of July 24, 1897, under the Payne-Aldrich Act of August 5,1909, and
under the Underwood-Simmons tariff of October 3, 1913.

The undersigned petitioners are perfectly willing that the 60 per cent rate should be
continued upon the same basis of foreign valuation as heretofore under the above-
mentioned acts.

They protest against the adoption of the American valuation as impossible of appli-
cation to this class of merchandise. They protest against the rate of 37J per cent upon
an American valuation as destructive of a large and important industry developed
abroad by American capital, and an important source of revenue to the Government.

The above and other objections to the proposed change in the law are outlined ill
more detail below:

1. The American valuation plan is wholly impracticable and unjust in its appliea.
tion to Madeira embroideries. Madeira embroideries are the product of the island of
Madeira and adjacent Portuguese possessions. They are entirely handwork of unique
design and construction maae by the native women. The commodity is not made in
the United States. nor is there manufactured in the United States any comparable
product, so that it is not possible to ascertain from comparable products of this country
what the United States selling price should be on the imported merchandise. Under
paragraph 402, therefore, the dutiable value would be the value of the imported goads
for sale in the United States as of the (late of exportation from Madeira.

Such valuation, in the opinion of petitioners, would be impo sible of ascertainment.
I t is impossible to determine what the selling price is going to be until the merchandise
has been imported and until the selling price can be ascertained as the result of demand
and supply, the desirability of the merchandise, and the general business conditions.
Madeira embroideries are iade in simple or low-priced effects as well as in elaborate
and high-priced effects, and, depending on general conditions of trade, there may be
practically no demand for the higher-priced goods. This could not be determined at
the time the designs were drawn or the article put in work, and it usually takei six
to eight months from the time the work is started until the merchandise can be im-
ported and offered for salei and long before it can be determine! wiat the sellin- price
will be the article is put in process of manufacture. An importer does nt knD-.v in
advance of offering the goods for sale what he can get for them. l[e y hive a very
definite idea as to what they will cost.

Importers of .Madeira embroideries have to take the chances of market conditions
for merchandise which they offer for sale. They naturally try to realize a profit over
cost of laying the goods down in the United States. but, depending on the demand
there may be for the merchandise and the desirability of any particular article, the
price will be affected accordingly. The selling price and value of an embroidered
article depend not f-olely on the cost of production, but largely on the desirability and
attractiveness, which in turn reflect the taste, judgment. and skill of the designing
staff that is responsible for developing the line of patterns. Some patterns turn out
very well and find favor, and, consequently, either sell more freely or command a
better price. Other patterns prove to be not so attractive, but the cost may be just
as great. These have to be sold at a lower price and frequently have t) he sold out
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even at a loss, but at the time of exportation it can not be determined what the ulti-
mate selling price will have to be either of the patterns that find favor or those that are
unsuccessful. The price is. furthermore, influenced by the available supply. If
the supply is largo and the demand is small, s it has been this season, the price will
be depressed andthe sale will be correspondingly light and the profits correspondingly
smaller. All these are factors that can not be determined even by the experienced
manufacturer and dealer, much less by the appraiser, who has to find the United States
selling value on which the duty is to be asee.

In the opinion of importers,'it is absolutely an impossible task to determine what
the selling price is going to be before the dutiable value can be. determined. It is
possible to ascertain what the foreign cost is and to asess duty on that, but it is not
possible to determine in advance of actual sale what the selling price is going to be,
and no set of appraisers or any other human being can be found who could determine
the selling price. The fact that an article may have sold at $10 last month would
not mean that it may not have to sell at $9 next month, or that, if conditions war-
rant it, the price may not even go higher than $10.

2. The proposed duty of 37. per cent ad valorem on American value would result
in an embargo upon the importation of Madeira embroideries. Under the proposed
Fordney tariff the importers of Madeira embroideries would have. to suspend busi.
nes. They could not continue. It would be impoible to produce this merchan-
dise and sell it in the United States at a profit. 'his can readily be appreciated
if the following figures are understood: An article that now sells for $10 and cbsts
to manufacture $3.75 gold will pay on the 60 per cent rate $2.25 duty; allowance
for packing, landing charges, including freight and insurance, customhouse entry
fee and counsel fee, 50 cents: overhead on the cost of doing business in the United
States 20 per cent on the selling price, $2. This gives a total of $8.50 and allows
$1.50 profit from which must be deducted the cash discount and cost of boxing.

On the basis of assessing duty on the American selling price, assuming that the
selling price, $10, remained the same, and that the foreign cost, $3.75, remaino the
same, you would get-
Foreign cost ............................................................... $3. 75
374 per cent duty on $10 .................................................. 3. 75
Shipping expense.............................................50
Overhead in the United States .................................. 200

Total cost ........................................................... 10.00
This would allow no margin of profit or allowance for cash discount and cost of

boxing in United States.
A duty of $3.75 under the Fordney tariff, as compared %vith $2.25 duty under the

Underwood bill, would result in an increase of duty of 661 per cent (equivalent to
about 100 per cent duty on foreign valuation), and would take away all profit from the
importer unless he were to advance his selling price to $13.50 so as to make the same
amount of profit, namely, $1.50, that he makes at present. This is shown in the
folicwing way:

Cost ...................................................................... $3.75
Duty, 37f" on $13.50 ........................................ .............. 5.06
Overhead, 20 per cent on the United States selling price of $13.50 ............. 2. 70
Shipping expense .......................................................... .50

Total cost .......................................................... 12.01
Selling price ............................................................. 13.50

Profit .............................................................. 1.49
Then instead ofpaying duty as at present of $2.25. he would have to pay a duty oi

$5.06. This would result in an increase in duty of $2.81, or 125 per cent more duty
than at present; or in other words. instead of paying 60 per cent duty on foreign valua.
tion as now, he would actually be paying 135 per cent duty on foreign valuation.
This would naturally result in increasing the cost to the consumer tremendously,
providing the consumers were willing to pay this fictitious price, but the consumer
would not be willing to pay such an increase and it would simply result in killing off
the industry.

3. An important industry developed by American capital abroad is threatened
with destruction with no compensating benefit to an American industry. American
capital has largely supplanted and superseded German capital in the production of
Madeira embroideries. Fifteen years ago no American house was actively engaged
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in the production of Madeira hand embroideries and substantially all of this class of
merchandise that was produced and at that time found its way into this market was
sold hero by German houses. German houses have practically been eliminated and
the American houses have worked into a dominant position in Madeira and now
control practically 75 percent of the production and output. This country has been
the largest outlet for Madeira embroideries for a number of years past, and a large
number of women who have been trained to do this work over a long period of years
have no other means of livelihood in the islands, as they are dependent for their
livelihood on the wages they receive for doing this work, and if this source of income
were taken away, due to the impossibility of importing these goods into the United
States, it would reult in great misery and privation to thousands of women and
families.

There is no similar American industry that needs additional protection. A 60 per
cent iAte on foreign valuation has always been considered a high rate on articles of
this kind, and under this rate the United States has derived a large revenue and will
continue to receive a large revenue in the way of import duties if the cost of importing
is not increased.

Madeira embroideries are made by hand. There are no Madeira machine embroid-
ered goods. The number of hands who can produce Madeira embroideries is limited
toa comparatively few thousand girls and women who have been either taught in
schools or convents or their homes. It is an industry that requires considerable
patience skill, and natural aptitude which the women in Madeira seem to have
inherited. No matter how great tho demand may be, the output will at all times be
limited, so there is no danger of any excessive amount being dumped on this market
to the detriment of any American industr-.

As we understand it, the Fordney tariff is not designed to increase the cost of mer-
chandise to the American consumer or to annihilate industries developed by American
capital, and even though this hand embroidery is made in Madeira, it is done through
American capital and American direction and gives employment to a large number of
people in the United States who are required for handling, boxing, laundering, ship-,
ping, and distributing these goods after they arrive here.

4. The bill, if enacted in its present form, would cut off a large source of revenue
to the Government. During the year 1920 the United States Government received
in duties over $2,000,000 that wa.s paid on the importation of Madeira hand
embroideries.

As it is the purpose of the Government to increase the revenues, we believe the
Fordney bill is designed with this aim in view, but in regard to Madeira embroideries
it will fail in its purpose if the American selling price is to be the basis on which the
duty is to be assessed, and instead of deriving as large or larger revenue than in former
years the industry will be strangled arid the revenue will be cut off and the Govern-
ment will certainly be the loser, as well as the importers.

Respectfully submitted. M[ADEIRA EMBROIDERY CO.,

LEACOCK & CO.,
NEw YORK FuNCHAL IIAND EMBROIDERY Co.,
N. J. Rici[MA. Co.

STATEMENT OF THOMAS H. RDDY, REPRESENTING MARSHALL
FIELD & CO., CHICAGO--Resumed.

Mr. EDDY. I want to correct the statement I made this morning.
These figures require no correction, but merely application, and I have
added a column indicating the percentage on the sales prices to cover
business expenses and profits on the present importations.

To illustrate the first item of gloves, they land at $17 per dozen,
including $2 duty under'the act of 1913. The price, excluding duty,
would be $15 per dozen, including transportation charges, etc. To
make the same percentage of profit which we are now making and
cover our business expenses, 24 per cent, the duty would be 371 per
cent upon the American selling price. It naturally follows that the
$15 must be the difference between the 24 plus 37J per cent, or 611
per cent, deducted from 100 per cent, which leaves 381 per cent.
In other words, the $15 is 38J per cent of the amount which would be
assessable under a 371 duty, and 24 per cent would cover business
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expenses and profits, original foreign cost and transportation charges.
In figuring that out we find that the selling pr.ce obtained by that
method is $39. Thirty-seven and one-half per cent duty on $39 is
$14.60. That would indicate the method adopted all the way through
the statement. The statement of equivalent dutieJ. the percentage
equivalent to foreign cost stands good as I stated it this morning.
With that explanation I will file this with the committee.

Senator MCuMBER. We will stand adjourned until to-morrow
morning at 10.30, but there will be no tariff hearing to-morrow. We
have a matter with the Secretary of the Treasury at that time.

(Thereupon, at 5.10 p. m., the committee adjourned, to meet again
on Thursday, the 28th day of July, 1921, at 10.30 a. m.)

[Hearings on American Valuation were resumed Monday, August
1, 1921.]

Monday, August 1, 1921.

The committee met, pursuant to adjournment, in room 312, Senate
Office Building, at 10.30 o'clock a. m., Hon. Boies Penrose presiding.

Present: Senators Penrose (chairman), Smoot, McCumber, Dilling-
ham, Watson, McLean, La Follette, Curtis, Simmons, and Walsh.

The CHAIRNIAN. The committee will come to order. The com-
mittee will continue the hearings of individuals who have applied to
be heard on the question of American valuations. These hearings
were interrupted during last week when the committee took up for
consideration the foreign-debt bill. They will now be resumed, and
I hope they will be finished by to-morrow. I hope the witnesses will
cooperate with the committee in being brief, and the committee will,
so far as is reasonable, refrain from asking questions and the wit-
nesses will make their statements concise and to the point, bearing
in mind that the committee is fairly familiar with this question now,
and a mere repetition of argument is tiresome anti not effective. The
first witness on the list is Mr. J. M. Neenan, of Cleveland, Ohio, rep-
resenting window-glass workers. Is Mr. Neenan present? [No
response.] Is Mr. J. F. Zoller present?

Mr. ZOLLER. Yes, sir.
STATEMENT OF J. F. ZOLLER, REPRESENTING THE AMERICAN

. VALUATION ASSOCIATION, NEW YORK CITY.

The CHAIRIAN. Mr. Zoller, the committee has heard you fre-
quently on previous occasions anti would like to hear you with equal
brevity now. You are an attorney in New York I

Mr. ZOLLER. Yes, sir.
The CHAIRMAN. You are not a manufacturer yourself?
Mr. ZOLLER. No, sir.
The CHAIRMAN. Whom do you represent?
Mr. ZOLLER. I represent the American Valuation Association.
The ChlIRMAN. When was that association formed?
Mr. ZOLLER. A very short time ago-two or three months aco.
The CHAIRMAN. That is another of these mushroom associations .
Mr. ZOLLER. It is composed entirely of manufacturers, sir.
The CIIAN13ANN. How many members has it got?
Mr. ZOLLER. 1 have the list here, and to date it has something

over a hundred members, all manufacturers.
The CHIAIRMA'. Where are they located?
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Mr. ZOLLER. They are located in different parts of the United
States. I have the name and address of each one which I can submit
or read.

The CHAIRMAN. Do they pay dues I
Mr. ZOLLER. The only qualification for becoming a member of

this association is that they believe in the American valuation prin-
ciple and will pay $10 for the purpose of receiving literature.

The CHAIRMAN. Do they elect officers?
Mr. ZOLLER. They have a staff of officers. Mr. Camp, a manu-

facturer in Connecticut, is president; Mr. Dodge, of the toy manu-
facturers, is treasurer; a Philadelphia lawyer by the name of Wil-
liamson is secretary and I am a member of the executive committee.
I want to admit at the outset that if each of these individual members
were called separately none of them could be considered as dis-'
interested witnesses.

The CHAIRMAN. Have they ever held a meeting as an association?
Mr. ZOLLER. Yes, sir; several meetings.
The CHAIRMAN. When was their last meeting?
Mr. ZOLLER. The last meeting of the executive committee was

about 30 days ago, I think.
The CHAIRM AN. Has the whole association ever held a meeting?
Mr. ZOLLER. Not all the members; no.
The CHAIRMAN. All right; go ahead.
Senator S ihmoxs. The sole purpose of it is to promote this legis-

lation?
Mr. ZOLLER. Yes, sir; but it is a defensive organization anl was

organized to refute much data which we believe to be erroneous,
advanced by importers and others opposed to this American-valuation
plan. I want to say that so far as I am concerned personally I have
been a student of taxation for a number of years, and I have taken
up this tariff work because of its assumed relation to taxation. I
find, however, that there are many economic principles involved in
this bill that are not involved in taxation, so I do not wish to qualify
as a tariff expert before this committee.

In studying this matter I have prepared a table showing the valu-
ation of foreign currencies both before the war-that is, July 1.
1914-and July 1, 1921, of Great Britain, France, Germany, and
Japan. I will not read that table, because you are all familiar with
the figures, but I submit it.

It shows, among other things, that on July 1, 1914, the German
mark was worth in United States money $0.238, but on July 1, 1921,
the same German mark was worth in United States money only
only $0.013; that in 1914 an ad valorem duty of 331 per cent imposed
upon the foreign value of a German article costing 150 marks would
amount to $11.90, but to-day, due to the depreciation of the German
mark, the duty at the same rate would amount to much less than
that.

Senator Simo.Ns. How many more German marks would it, take
to buy the article in the German market?

Mr. ZOLLER. I am coming to that. In 1914 skilled laborers in
Germany received about 8.7 marks per day, equivalent at that time
to about $2.09. That $2.09 is an official figure taken from the bul-
letin entitled "Wages," prepared by the Ways and Means Committee
and dated 1921. That converted into marks at the rate of exchange
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in 1914 shows that laborers in Germany at that time received about
8.7 marks per day.

In January, 1920-I have not the figures for 1921-such skilled
laborers received the equivalent of 73 cents per day, which amount
if converted into marks at the rate of exchange prevailing on July 1,
1921, would mean about 56 marks per day, against 8.7 marks per day
in 1914.

Other things being equal, it follows that an article costing 150
marks in 1914 would cost about seven times that amount, or 1,050
marks in 1912. One thousand and fifty marks in 1921 would be
equivalent to about $13.65. An ad valorem duty on this amount of
33 per cent would amount to only $4.65, as against $11.90, the duty
that would be collected at the same rate in 1914.

Senator SimI3oNs. When this committee had under consideration
the antidumping division of the emergency tariff we had here before
us certain appraisers of recognized ability located in New York, and
we had also a member of the Court of Customs Appeals. My recol-
lection is that they told us that the German goods were invoiced now,
measured in American money, at about what they were and a little
bit more than they were before the war.

Mr. ZOLLER. I think that those statements have all been made in
a general way.

Senator SlMMONS. They were made by appraisers who were apprais-
ing these goods before the war and who have been appraising them
during 1920.

Mr. ZOLLER. The official figures we get in studying these things
do not bring about that result.

Senator SIMmoNs. And there was no division among them; they
all agreed to that.

Mr. Z-LLP.R. The figures would appear to show that the duty
to-day, notwithstanding the increase in German marks, would be
less. We mnay differ on how much less, but I do not believe anybody
who studies the subject carefully will fail to come to the conclusion
that the duty to-day at the same rate, notwithstanding the increase
in cost in marks, would be less than it was in 1914.

But. there is another factor in the situation. Wages in Germany,
measured in terms of United States money, have gone down mate-
rially since 1914. In 1914 skilled laborers in Germany received the
equivalent of $2.09 per day. That is an official figure. In January,
1920, they received the equivalent of about 73 cents per day-and
that is an official figure-notwithstanding the fact that they received
a much greater number. of marks per day. In the United States, on
the other hand, wages have materially advanced during the same
period. This is shown by a table taken from that bulletin on page 74.
I want to read from that table. In 1914 bricklayers in this country
i .ceived $5.59 per day. In 1920 they received $9.60 per day. Labor-
ers in 1914 received here $2.50 per day. In 1920 they received $5.58
per day. Carpenters in 1914 received $4.33 per day.

The CHAIRMAN. What are you reading from?
Mr. ZOLL.R. I am reading from pagre 74 of the official bulletin of

the Ways and Means Committee entitled "Wages" and dated 1921.
The CHAIRIAN. Would it not be sufficient to make reference to

that bulletin without reading it?

-77 ------- -- T . :. 1
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Mr. ZOLLEIR. Yes; I will refer to it and have the bulletin marked.
Senator LA FOLLErrE. Does that bulletin state the sources of the

informationI
Mr. ZOLLER. Yes; it is stated in it. The point I want to make is

this, that between 1914 und 1921 wages, measured in United States
money in Germany, have gone down more than one-half. In this
country for the same period they have practically doubled. There-
fore, it would seem to follow that instead of making the duty less, as
we certainly would if we impose it upon the foreign valve to-day at
any reasonable rate, we ought to make it more to take care of this
difference in labor cost between the United States and Germany
today as compared with 1914.

Senator SizuMONS. When we had this matter up before I recall that
Senator Smoot insisted very vigorously that the purchasing power of
a German mark in Germany was very much more than its gold value,
measured in our money--many times more.

Mr. ZOLLER. Mfy'evidence is that a German can ship goods in this
country to-day -

Senator SIusONS. What have you to say to that? Is that cor-
rect or not ? Is the purchasing power of the German mark in Ger-
many only 1 cent and 3 mills in gold, or is it many times that, as
Senator Smoot, as I understood him, insisted it was?

Senator SSMOOT. A mark is worth 1.3 cents in gold and the pur-
chasing power for the labor in Germany was 4.6 cents, thus giving
the German manufacturer an advantage at once of 300 per cent Qn
the exchange alone.

Senator SIMMONS. In other words, you contend that the purchas-
ing power of a German mark is 4.6 cents?

Senator S.1ooT. Yes; that is the purchasing price of the mark to
the laborer in Germany.

Senator SiMONS. If it is, it must be the purchasing price of a mark
in Germany?

Senator S31ooT. Yes; but it is not the purchasing price of the mark
outside of German 7, and they come here and get our gold for it.

Senator WATSON Could a nation have two values for different
purposes; that is to say, one value of 1.3 per cent for foreign pur-
poses and another value of 4.6 per cent for domestic purposes?

Senator SMOOT. That is not involved in this. In other words,
the manufacturer gets his gold dollar for all the goods he imports to
this country, and that is on the basis of 1.3 cents for a mark. When
he gets that gold dollar, he can go in Germany and purchase three
times the amount of labor or commodities that the laborer uses in
Germany, and therefore he has three times the advantage over a
laboring man in this country that is paid in gold.

Senator SiIMo,9S. But when you are ascertaining what the wage
scale in a certain line of indusy,ry is, you must consider primarily the
purchasing power in the market in which he buys his supplies.

Senator S.xoo'r. As far as the laborer is concerned in that country,
but not as far as the manufacturer is concerned, if he gets a depre-
ciated currency in exchange for the goods sold.

Mr. ZOLLER. The fact is that the German to-day can sell S100
worth of goods in this country and take that $100 and buy much
more labor to-day in Germany with it, than lie could in 1914.
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Senator MOCumBEn. And he can buy other commodities also, can
he not?

Mr. ZOLLER. I think he can.
Senator MoCMmIER. In exchange the German buying American

money would give in marks 1.3. In buying goods in Germany,
while he would not get his original 24 cents, he, however, could buy
4 cents' worth, or about three and a half times as much.

Senator SIMMONS. Again these gentlemen, the apprai'rs, who are
actually collecting the tarif taxes in New York, told this committee,
as I remember, that on the same articles quoted from Germany we
are collecting more tax now than we did before the war.

Mr. ZOLLER. A number of general statements have been made
that I have read in the record that notwithstanding-

Senator SIMMoNS. These were not general statements; these were
facts taken from the official records in the city of New York and were
verified by the receipts in the Treasury Department.

Mir. ZOLLER. Senator, you can not collect more duty at the same
rate to-day than you did in 1914 on the same amount of importa-
tions. That can not be done under the present system so far as
Germany is concerned.

Senator SIMMiONS. It can be done if the importations are valued
as much now or more than they were then.

Ar. ZOLLER. They can not be.
Senator SImmoNs. But they were for the purpose of imposing

these taxes.
Mr. ZOLLER. Then I would have to take issue with those witnesses.
Senator SImMONS. - recommend that you readthe record of the

hearings at which Mr. Fix and Mr. Davis and De Vries spoke.
Senator CuwTs. May not that be explained by the fact that the

evidence has shown that they have two values over there, one an
exporting value and one a home value?

at would explain the difference between what they are getting
in Germany for their goods and what we have to pay for them.

Senator 'SIMmONS. What we are interested in in this connection
is the valuation upon which duties are actually paid, and they said
that valuation in 1921 was higher than it was before the war.

Senator MoLEAN. That was on a very few articles.
Senator WATSON. They did not make that as a sweeping state-

ment.
Senator SIMMoNs. I think they said that was the rule.
Senator SMooT. And even for those articles if they wanted to cut

the price they could do so by selling the goods at the home market
price, but as long as they can get the price out of America they are
going to try to make America pay it. But if the competition were
keen enough they would not sell the goods at higher than the home
market price; they would sell them lower if necessary in order to
have the exportation.

Senator SiMmONS. I am not making an argument. I am simply
callig attention to that statement of the officils of the Government.
I will make the argument later.

Mr. ZOLLER. It seams to me that an ad valorem duty imposed in
1914 upon a foreign value-at a rate adequate at that tinie would con-
stitute no protection to-day against German importation. If we
continue the levying of ad valorem duties upon foreign values we
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must, in order to get adequate protection against German importa-
tion, make the rates so high as to constitute practically an embargo
against those countries whose currency has not been much depreci-
ated.

The CHAIRMAN. What are you reading from, Mr. Zoller?
Mr. ZOLLER. I am reading from my own brief.
The CHAIRMAN. Is that printed and circulated I
Mr. ZOLLER. It is printed.
The CHAIRMAN. Has it been printed for circulation among mem-

bers of the committee?
Mr. ZOLLER Yes sir.
The ChAIRmsAN. an you not leave copies with us and let us read

them ? Seriously speaking, Mr. Zoller , if every person takes as long
as you threaten to take to-day, we will never get through this bill.
What is the purpose--you are a lawyer of great experience and abil-
ity-in reading to the committee something that is in print and is
going to be placed in their hands?

Mr. ZOLLER. If the chairman please, this is a very important mat-
ter. There are only 11 printed pages.

The CHAIRMAN. You have taken half an hour now.
Mr. ZOLLER. That is because of the interruptions.
The C HAIRMAN. You have been interrupted, I know. You are as

much interested as we are in expediting this work. It is bad enough
to listen to extemporaneous statements from the principal himself
who is making theproduct, but when it comes to having an attorney-
he may be a Daniel Webster-reading a printed brief that is to be
placed in the hands of the committee, it is a matter that has to have
a pretty good reason advanced for it.

Mr. ZOLLER. All right;. I would just as soon speak extempora-
neously.

The CHAIRMAN. I know you can speak either way very effectively.
Mr. ZOLLER. I was doing that to make it briefer i that is all.
The CHAIRMAN. Can you not leave your brief with the committee

and let it go at that?. I want to hear your views, and I shall read
your brief very carefully.

Mr. ZOLLER. Then I shall proceed, if you wish extemporaneously.
The CHAIRMAN. Proceed in either way you desire, and make it

brief, and we will read your article also. I have known you favorably
for many years, Mr. Zoller, and I do not want to exhibit any suspi-
cion of curtailment, but please bear in mind the troubles of the
committee.

Mr. ZOLLER. I shall endeavor to do that, Mr. Chairman. I have
endeavored in this presentation to weigh before the committee the
advantages and disadvantages, and I wanted to present that in my
own way if I could, not that I am advancing entirely original ideas,
because not many ideas to-day are original anyhow, but I think I

'am presenting the matter in another way that might be of some serv-
ice to the committee.

Senator SMoOT. Can you tell me why this organization was formed f
Mr. ZOLLER. It was foined because they believed in protection to

American industry and that the American-valuation plan was the
only practical way to bring it about. They wanted to make a careful
study of it and understand it and get it adopted if they could.
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Senator S~tmOT. I was informed some time ago by a member of
the association that it was organized for the purpose of combating
propaganda that had been started by the importers.

Mr. ZOLLER. Of course, that is thie real reason. It is a defensive
proposition to that extent.

I think one important point about, the American valuation is
this-and I think it is important from the standpoint of the opposi-
tion as well as from that of the other side-and that is if wop t this
duty uponAmerican valuation, then the duty itself will not fluctuate
with the fluctuation of foreign currency. I believe if we put an
adequate duty to-day upon foreign valuation it might become
entirely inadequate if foreign currerc- should depreciate more; but
I believe, on the other hand, it might become prohibitive if foreign
currency should recover. I believe that the American-valuation
plan results in two distinct advantages to the consumer which could
not be obtained under foreign valuation. One of those advantages
is that we get more duty from the low price country without placin
a corresponding burden upon the American consumer. What
mean by that is this: Under the American-valuation plan, an
article imported from China, for example, would be subjected to
the same duty as a similar article coming from England, whose costs
of production are much higher.

This securing of additional revenue from China and other countries
whose production costs are low, is secured without imposing a cor-
responding burden upon the American consumer. The sale of the
article from England in this case establishes the price to the American
consumer. Imposing more duty upon a similar article from China
does not increase that price, but it does reduce the profit of the
Chinese merchant and makes it more comparable to the profit of the
English merchant. Any tax law that equitably produces more rev-
enue without imposing a corresponding -burden upon the consumer
is almost an ideal tax law. The American-valuation plan, therefore,
is of material benefit to the consumer from this standpoint.

Another benefit which I see to the consumer under this law is
that it will have a tendency to reduce retail prices by educating the
American people as to wholesale prices and they will then have some
conception as to what the retail prices ought to be.

Under this plan we can treat all foreign countries alike by imposing
the same duty upon the same article regardless of the country from
which it comes.

Above all, the American-valuation plan, I believe, would prevent,
to a very great extent, undervaluation, and make it possible for the
Government to collect substantially all the duty prescribed by law.

I say "to a very great extent." I think there will be some under-
valuation, even under the American plan, but-i think it will be negli-
gible compared with the undervaluation that we have under te
present plan.

I have in this brief an argument from an Engsh economist in
regard to undervaluation as taking place to-day. I quoted from him
because I thought he might be unbiased, being an outsider looking on.

It has been my experience in taxation that Whenever an ad valorem
tax is imposed upon the value of property, whether it be a duty or
some other tax, there is always a tendency toward undervaluation.
I think this is evident time and again in the imposition of ad valorem
taxes upon property by the different States.
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The CHAIRMAN. Do not argue that.
Mr. ZOLLER. Then, I would like to take up the disadvantages. I

think the great disadvantage that has been argued is that the Amer-
ican-valuation plan itself results in imposing more duty upon imported
articles than would be the case if the duty were imposed upon foreign
value. That, of course, we know is not the case. My understanding
of the American-valuation plan is that the committee will first deter-
mine how much duty ought to be imposed against a certain foreign
article and then fix the rate high or low enough to get that particular
amount of duty, whether it is fixed upon the American or foreign
valuation.

Another argument has been that the American-valuation plan will
be difficult to determine. It is our view that it would not be so
difficult to determine as the foreign value if we actually got the
foreign value; and, while we admit that it might cost more to admin-
ister and determine the American value, we believe that it will be
worth all it costs.

Another argument--and I want to be brief about this point-is
that the inporter will not know with any degree of accuracy the
amount of duty until after the duty is paid.

In the first place, I think that any experienced business man,
whether he be a manufacturer or a wholesaler, knows two things-
the cost of his product and what he is going to get for it. But be
that as it may, it seems to me that if you impose this duty upon
foreign value to-day there is going to be grave uncertainty as to the
amount of protection afforded under it, and the uncertainty of the
importer in isolated cases will be negligible compared with the
uncertainty as to the protection that we will get if this duty is
imposed on foreign value instead of American value.

Want to argue one other point that has been urged against it. I
believe it has been urged that the American valuation would permit
the American producer to increase the duty by increasing the whole-
sale price here. That proposition has been stated in another way,
that it would permit the American producer to actually write the
rates in the bill. No one has ever suggested to our knowledge as
an objection that under our present law the foreigner might reduce
the duty against his American competitor by reducing the price
upon which the duty was assessed, and therefore the foreigner
instead of Congress actually write the rates in the tariff bill. And
yet the foreigner is in a much better position to write the rates (if
that is what it amounts to) under the present law than the American
producer would ever be under the American-valuation plan. If the
foreigner can in any way, under our present law, justify a lower
valuation, or if he can get the duty imposed upon a lower valuation
without justification, the result is directly beneficial to the foreign
importer, because it reduces his duty and increases his profit.

If the American producer, on tho other hand, attempts to raise the
duty by increasing the selling price, thereby writing the rates of duty
in the law-if that is what it amounts to-undey the American-valu-
ation plan the result is directly disadvantageous to the American
producer, because the rate of duty being always less than 100 per
cent, .he, by his own act, puts himself in a position to be at once
undersold by his foreign competitor.

Now, the foregoing are the advantages and disadvantages. I have
not gone into them to as great an extent as I might have done but
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I have tried to be brief, and our conclusion is that while there are
disadvantages, we think that the advantages far outweigh the dis-
advantages, and we believe with the Secretary of Commerce that if we
are going to get adequate protection without having prohibitive duties
against countries other than Germany, the American-valuation plan
is the only alternative.

BRIEF OF J.-. ZOLLER, REPRESENTING AMERICAN VALUATION ASSOCIATION.

Mr. Chairman and gentlemen of th6 committee. I represent the American Valua-
tion As siation. Th isasoIation is composed of manufacturers or manufacturing
association. I have a list of the membership to date, which I will file if the com-
mittee so desires.

We come here to say to this committee, not only that we are in favor of the American-
valuation plan, but that we feel there is little hope, under present conditions, of
industry serunng adequate protection against all foreign countries unlem the plan
is adopted. In other words, we agree with Secretary Hoover "that with the unstable
currency and exchange situation that we have in a large part of Europe to-day there
is practically no other alternative."

DEPRECIATION OF FORSn CURRENCY.

In studying thi matter we have prepared some figures showing the value of cur-
rency of Great Britain, France, Germany, and Japan both before the World War
and at present. The table comprising these figures is herewith submitted:

Value in Value In
United United

Country. Money unit. S States States
money, rponey,July 1, 1014. July 1, 1921.

Great Britain ........................... Pound sterling .................... $4.8 1373
Fran ................................... i94 .08
Germany ..................... Mark ............................. .238 .013
Japan ................................. Yen ................................. . .501 .481

It shows among other things that on July 1, 1914, the German mark was worth
in United States money $0.238, but on July 1, 1921, the same German mark was
worth in United States money only $0.013; that in 1914 an ad valorem duty of 331
per cent-imposed upon the foreign value of a German article costing 150 marks would
amount to $11.90, but to-day, due to depreciation of the German mark, the duty at
the same rate would amount to much less than that.

In 1914 skilled laborers in Germany received about 8.7 marks per day, equivalent
at that time to about $2.09. In January, 1920 (1 have not the figures for 1921) such
skilled laborers received the equivalent of 73 cents per day, which amount if con-
verted into marks at the rate of.exchange prevailing on July 1, 1921, would mean
about 568 marks per day. Other things being equal, it follows that an article costing
150 marks in 1914 would cost about 7 times that amount, or 1,050 marks, in 1921.
One thousand and fifty marks in 1921 would be quivalent to about $13.65. An ad
valorem duty on this amount at 331 per cent would amount to only $4.55 as against
$11.901 the duty that would be collected at the same rate in 1914. But there is an-
other important factor in the situation. Wages in Germany, measured in terms of
United States money, have gone down materially since 1914. In 1914 skilled
laborers in Germany received the equivalent of $2.09 per day. In January, 1920,
they received the equivalent of only about 73 cents per day, notwithstanding the
fact that they received a much greater number of marks per day. In the United
States, on the other hand, wages have materially advancedduring the same period.
This is shown by the following table:

Employment. oi91 1920

Bricklayers...................... : ......... ...... r $9.60
Laborers ................................................................. do .... 2.50 & 8
Carpenters ................................................................ do.... i 4.3 & 27
Palhters .................................................................. do.... I 4.16 &33
Plasterers ................................................................. do.... &41 9. 22

?(o.-The figures used herein as regards wages here and In Germany are taken from praes 9 22, and
74 of bulletin entitled "Wages," prepared for Ways and Means Committee of the House, dat-ed 21.
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The ad valorem duty, therefore, instead of being made lees than It was in 1914,

as it certainly would be If imposed upon the foreign values to-day at any reasonable
rate, should be made more because of the difference in labor costs between this
country and Germany to-day as compared with 1914.

FOREIGN VALUE-EMBAROO.

From the foregoing It seems obvious that an ad valorem duty imposed in 1914
upon foreign value at a rate entirely adequate at that time would constitute practically
no protection at all to-day against German importations.

If we continue the leVying of ad valorem duties upon foreign value, we must, In
order to get adequate protection against German importations, make the rate so high
as to constitute practically an embargo against those countries whose currency has
not been much depreciated. In any event protection against Germany to-day under
our present system probably means a prohibitive duty against many of the other
foreign countries.

- AMERICAN-VALUATION PLAN.

It we can not impose ad valorem duties to-day as a practical matter upon foreign
value and must impose ad valorem duties, then it would seem that the only alterna-
tive is to impose such duties upon the American value instead of the foreign value.

ADVANTAGES OP THE AMERICAN-VALUATION PLAN.

The American valuation plan has the following advantages:
1. If our ad valorem rates are applied upon the American value the duty will not

fluctuate because of the fluctuation of foreign currency. This is very important,
because if we should impose to-day an adequate ad valorem duty based upon foreign
value, such duty automatically might become inadequate, due to further deprecia-
tion in the foreign currency, or it automatically might become prohibitive should the
foreign currency recover.

2. The American-valuation plan would result in two distinct advantages to the
American consumer, which advantages could not be attained if our ad valorem duties
were imposed upon foreign value.

(a) It is a means of securing more revenue from those countries whose costs of
production are low than would be secured if the duty were Imposed upon forei
value. Under the American-valuation plan, an article imported from China or
example, would be subjected to the same duty as a similar article coming from tng-
land, whose costs of production are much higher. This securing of additional revenue
from China and other countries whose production costs are low, is secured without
imposing a corresponding burden upon the American consumer. The sale of the
article from England in this case establishes the price to the American consumer.
Imposing more d uty upon a similar article from China does not increase that price,
but it does reduce the profit of the Chinese merchant and makes it more comparable
to the profit of the English merchant. Any tax law that equitably produces wore
revenue without imposing a corresponding burden upon the consumer is almost an
ideal tax law. The American-valuation plan, therefore, is of material benefit to the
consumer from this standpoint.

(6) The American-valuation plan tends to lower retail prices. At this time I think
we will all agree that retail prices are high compared with wholesale prices, the prices of
manufacturers and prices of raw materials. Byimiposing our ad vaorem duties upon
the American whole sale value we educate the American people as to wholesale values.
If the people know the wholesale value they will have some conception of what the
retlil price ought to be. This will have a tendency to adjust retail prices to the
benefit of the American consumer.

3. This plan will make it possible to treat all foreign countries alike by imposing
the same duty upon the same article regardless of the country from which it comes.
As it is now we discriminate against those countries having the higher production
costs in favor of those countries having the lower production costs, an that to-day we
discourage the establishment or maintenance of better living conditions abroad.

4. American. valuation will prevent, to a very great extent undervaluation and
make it possible for the Government to collect substantially all the duty prescribed
by law. There has been much controversy in regard to the extent of this undervalua-
tion. In this connection, I ask permission to quote briefly from a book entitled
"Tariff at Work,"written by an English economist-by the name of Higinson. He says:

"No importation of any merchandise exceeding $100 in value is admitted to entry
without the production of a duly certified invoice. Such invoices must, before ship.
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ment of the goods, have been produced to the consular officer of the United States
in the country from which the goods were shipped and indorsed with the declaration
of the producer, manufacturer, owner, or agent, setting forth that the invoice is in all
respects correct and true and living the precise details as to the terms under whichthe goods are supplied and shipped. On arrival of the goods in the United States
the declaration attached to the invoice must be made by the consignee, importer, or
agent, or in certain cases by the manufacturers or owner. It will be seen that the
regulations are so framed as to close every loophole of escape from the correct entry
of the gods, yet on the part of those whose judgment is so valuable, a pronounced
pessimism is prevalent as to the real effect of this safeguard. There is some suspicion
that many of the invoices arL either willfully fraudulent, or are posted by partners or
clerks not sufficiently acquainted with the valuation of the goods. It isalleged indeed
that many manufacturing firms and mercantile houses in Europe have junior partners
who are purposely kept ignorant of the real facts with regard to the gods exported to
the United States, so that they may testify on the invoices to the best of their know.
edge and belief.

"With reference lo the consular check on the invoice, it is regarded by high officials
as a mere nominal one, in which the consul himse his deeply interested from the point
of view of his own fee, making it of little or no value from the revenue standpoint."

Whenever an ad valorem tax is imposed upon the value of property, whether it be
a duty or some other tax, there is always a tendency toward undervaluation. This is
evidenced time and again in the imposition of ad valorem taxes upon property by the
different States. As a result of this tendency toward undervaluation many States
have practically abandoned any attempt to impose ad valorem taxes upon property
other than real estate. This undervaluation can only be prevented by the assessing
officer having absolute knowled$e as to values. It seems obvious without argument
that an assessing officer or appraiser of this country could be expected to have a better
knowledge of values in this country where he resides than he could of values in a
country where he had never been. It also seems obvious that he would have better
and surer means of securing that knowledge here than he would abroad. We must
remember in this connection that the people here are in sympathy with the enforce-
mentof our laws; that we have jurisdiction to compel our own people to give testimony
and furnish evidence needed for the enforcement of our laws. Abroad, on the other
hand, the people are not necessarily in sympathy with the enforcement of our laws,
especially our tariff laws, because such enforcement is detrimental to their interests.
It would be to their advantage if our tariff laws broke down and were not enforced at
a. More than this, we have no jurisdiction to compel these foreign peoples to give
testimony and furnish evidence to enable us to enforce our laws against them.

5. Ltasly, the American-valuation plan would make it unnecessary for this Govern-
ment to carry on foreign inquisitions in an attempt to secure foreign values inquiring
abroad into the private affairs o citizens of foreign countries, much to theirAi -ut and
displeasure. Foreign countries resent these inquisitions and they have resulted in
the past in no small amount of irritation upon the part of countries otherwise friendly
toward us.

DISADVANTAGES URGED.

The foregoing are some of the advantages of the American-valuation plan over the
foreign-valuation plan. • We now desire to consider with you some of the disadvantages
that have been urged against American valuation.

1. It has been contended, or at least intimated, by many people in the press and
elsewhere that the Am erican-valuation plan necessarily results in imposing more duty
upon imported articles than would be the case if the duty were imposed upon foreign
value. Some of the critics of the schedules in the pending bill l1~ve stated that the
duty has been increased merely on account of the substitution of American value' for
foreign value. This reasoning is fallacious and misleadingso faas the unsophisticated
are concerned. These critics should address themselves to the rates and not to the
base upon which these rates are applied and be made to understand that the sarge duty
could be imposed upon the foreign value provided that could be ascertained with any
degree of certainty under present conditions. And In order that the public may not
be misled, It should be clearly stated that American valuation In itself does not mean
more duty or less duty than we bad before.

2. It has been suggested that the American valur would be difficult to determine.
It is our view that tLs value would not be so difficult to determine as the true for.
eign value if we actually got the true foreign value in all cases. If It costs more to
administer our tariff law under the American-valuation plan than it does under the
present make-shift plan which does not secure the true foreign value, it is our opinion
that the proposed substitute will be worth much more to this country than it can
possibly cost to administer it.

I I
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One Government expert, if we understand his testimony correctly after empha-
sizing the difficulties in putting this plan in force, suggested as a substitute for it,
a fictitious foreign value. This fictitious foreign value was to be determined by
making certain deductions, some arbitrary and some not, from this same identical
American value. This suggestion would seem to be an admission upon the part of
this Government expert t at the American value could be obtained at least for the
purpose of determining his suggested fictitious foreign value. If it could be obtained
for that purpose, it certainly could be obtained for the purposes of the pending bill.
Therefore, we do not look upon this witness as one who believes it impracticable to
attempt to ascertain the American value. It is our view that if this bill be enacted
into law our Government officials without great difficulty will be able to adjust them-
selves to the changed conditions and will soon become much more familiar with
American values than they have ever been with true foreign values.

3. It has been urged that if the ad valorem rates be applied upon the American
value, the importer will be unable to determine with certainty in advance of pay-
ment of the duty the amount thereof. Is it not a fact that any experienced business
man, be he a manufacturer or a wholesaler, knows at least two things to almost a
certainty, namely: (a) The cost of his product, and (b) the selling price? He would
not remain in business long if he did not know these things. If we impose this duty
upon foreign value to-day there is bounl to be grave uncertainty as to the amount
of protection afforded American industry. So if we admit that there might be some
uncertainty as to the exact amount of duty collectable in isolated cases, we submit
that that uncertainty is negligible as compared to the uncertainty that would result
if these duties are not imposed upon a permanent and substantial base.

4. Lasty, it has been urged that the American-valuation plan would result in per-
mitting the American producer to increase the duty against his foreign competitor
by increasing the wholesale selling price here. This proposition has been stated
another way by saying that this plan would permit the American producer instead
of Congress to write the tariff rates. This we think a novel objection. No one ever
sugested, to our knowledge, as an objection that under our present law the foreigner
might reduce the duty against his American competitor by reducing the price upon
which the duty was assessed and therefore the foreigner instead of Congress actually
writes the rates in the tariff bill. And yet the foreigner is in a much better position
to write the rates (if that is what it amounts to) under the present law, than the Amer-
ican producer would ever be under the American-valuation plan. If the foreigner
can in any way, under our present law, justify a lower valuation, or if he can get the
duty imposed upon a lower valuation without justification, the result Is directly
beneficil the foreign importer, because it reduces his duty and increases his profit.
If the American producer, on the other hand, attempts to raise the duty by increas-
ing the selling price thereby writing the rates of duty in the law (if that is what it
amounts to) under the American-valuation plan, the result is directly disadvanta-
geous to the American producer, because the rate of duty being always less than 100
per cent, he, by his own act, puts himself in a position to be at once undersold by his
foreign competitor.

We have endeavored to weigh before you the advantages and disadvantages of the
American valuation plan. Ve believe that there must be disadvantages, because
there always are but it is our sincere belief that the advantages far outweigh the
disadvantages. If we are to have adequate protection for our industries and are to
be put in a position in this country to maintain the usual standards of living for our
American workers, without the imposition of prohibitive duties against some coun-
tries other than Germany, it seems to its, as it does to the honorable Secretary of
Commerce, that the American valuation plan is the only alternative.

The CHAIRMAN. The committee will now hear Mr. Charles A.
Bihler, of New York, representing the Allied Lace and Embroidery
Manufacturers' Association.

"STATEMENT OF CHARLES A. BIRLER, REPRESENTING THEALLIED
LAOE AND EMBROIDERY MANUFACTURERS' ASSOCIATION OF
NEW YORK.

The CHAIRMAN. Where do you reside, Mr. Bihler?
Mr. BIHILER. I reside in New York City, 51 Manhattan Avenue.
The CHAIRMAN. What is your occupation?
Mr. BIBLER. I am a manufacturer of laces and embroideries.
The CHAIRMAN. Where is your manufacturing concern?
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Mr. BIHLER. In West New York, New Jersey.
The CHAIRMAN. Are you an importer also?
Mr. BIHLER. I am not an importer; no, sir.
The CHAIRMAN. Will you proceed nowI
Mr. BIHLER. I also represent the Allied Lace and Embroidery

Manufacturers' Association of New York, the United States Lace and
Embroidery Manufacturers' Association of West New York, N.
J., and I have also been authorized to address my remarks to the
committee on behalf of the Millinery Braid Manufacturers' Associa-
tion, the National Knitted Outerwear Association, and the Braid
Manufacturers' Association of the United States, although I am not a
member of the last three associations.

Senator WALSH. I think it would be well, Mr. Chairman, for wit-
nesses who deal with several items in the schedule to immediately
call our attention to the section in the House bill which they are
discussing.

Senator WATSON. They are discussing the American valuation only.
Mr. BIRLER. I particularly refer in my remarks to the commodity

that I manufacture. We urge the adoption of the American valua-
tion because in the central European countries we have such chaotic
condition in exchange rates that we believe we can not overcome them
in any other w4y.

We find that to-day-and I will substantiate my statement by sub-
mitting samples afterwards-the prices in Germany on the commod-
ities that I personally manufacture, are on the average about 30 per
cent lower, measured in dollars, not in marks, than they were pre-
vious to the war. The labor costs over there in our particular line
are about five to six times as much in marks as they were before the
war but the value of the mark is so low to-day that we are absolutely
unable to compete and I do not believe any such rate could be ascer-
tained that would protect us or give us a chance to manufacture
against the German or any of the central European countries that
have low exchange rates, -without cutting out other countries that
have not such a depreciated currency.

Senator WATSON. Are those articles being imported from Germany
now?

Mr. BIBLER. They are.
Senator WATSON. Are your factories closed?
Mr. BIHLFR. We are about 15 per cent busy. That is about the

average running force of the factories of this country in my com-
modity.

Senator WATSON. Do you attribute that to imports from Germany
or to the general industrial condition in the United States?

Mr. BiHLER. I attribute it to both but largely to the low prices of
goods from Germany.

The CHAIRMAN. Do the factories that are open run overtime?
Mr. BIlLER. No, sir.
The CHAIRMAN. What percentage of their capacity are they run-

ning ?
Mr. BiHLER. I hardly think they exceed 20 per cent.
The CHAIR MAN. Have wages been reduced?
Mr. BIHLER. In this country?
The CHAIRMAN. Yes.
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Mr. BIHLER. Not very much. We have not been able to reduce
wages very much inasmuch as rent conditions are not going down.

Senator McLEAN. Do they not work a certain number of-days in a
week, and does not that result in a reduction of wages?

Mr. BIHLER. It does in a measure, but we pay proportionately
more per hour than we did before.

Senator McLEAN. But you attain your object by running a few
da sin a week

fr. BHLER. Yes, sir; somewhat. That does not, however, reduce
our cost.

Senator McLEAN. It is a reduction to the employee?
Senator SmooT. But not a reduction in the value of the goods.
Mr. BIJILER. It does not reduce our cost. Our overhead charges

remain the same. The cost of labor is a little reduced.
Senator MCCIUJBER. If your overhead charges are the same and

your labor is the same per hour, then, as a matter of fact, it must cost
you more on the quantity you produce than you paid before.

Air. BMLER. Yes; on the smaller production it costs us more.
The CHAIRMAN. Is there any considerable amount of importation

of these fabrics into this country now?
AMr. BIHLER. Yes; I have seen reports in trade papers that tre-

mendous orders are being placed in Plauen, Germany.
The CHAIRMAN. But they have not got here yet? You just heard

that orders are being placed?
Mr. BIHLER. I know they have been placed.
The CHAnIRA&. But there have not been any importations?
Mr. BIlLER. Yes; from Germany principally
Senator LA FOLLETTE. How long have they been coming in.
Mr. BIHLER. They have been coming in for a year and a half now,

but now they appear to come in in such a measure that we will not
be able to sell against them.

Senator WATSON. What is the present tariff on those fabrics?
Mr. BJHLER. Sixty per cent and the proposed rate in the House

bill to-day is 37* per cent. On what they term burned out laces,
they made a rate of 45 per cent. Forty-five per cent figured back on
the American valuation is about 82 and a fraction.

Senator WATSON. That is to say, if you did not have American
valuation in order to protect your product, it would require 821 per
cent?

Mr. BIJILER. It would make that rate about 821. If you consider
that the importer probably adds 25 per cent for overhead cost, it
would bring it up to about 93 per cent, but if you consider that the
German commodity sells on the average about 30 per cent cheaper
now than before the war-I am speaking of averages and not excep-
tions as have been submitted to this committee by some representa-
tives of importers.
, Senator SIMMoNs. In fixing the rate on your'goods ye do not have
to go by averages. It seems to me we have to go by the facts in those
specific cases. We are not fixing an average duty; we are fixing a
specific duty upon specific articles. You are here asking us to fix
a specific duty upon your articles. We want to know the facts
about the articles. I want to ask you this: To your knowledge have
any of the articles that you produce and sell been recently imported
into this country and sold in competition?
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Mr. BIBLER. Yes, sir.
Senator SimsioNs. Do you know what those articles were invoiced

at and upon what value they paid duty ?
Mr. BIHLER. I do. I meant to reserve those for the argument on

the tariff later.
Senator SimoNs. That is a matter which is worth something to

us. If you can give us those facts we would like to have them.
What quantity of those things that you produce have been imported
by Germany within a given time, in recent months, and what was the
invoice price upon which they paid duty at the customhouse in this
country, if you can give us those facts?

Mr. BIHLER. I can not submit it to you to-day, as I meant to reserve
it for the argument on the proper paragraph of the bill. If you wish
me to I will submit it with a brief.

Senator SIMmoNs. I think it would be well to submit it.
Mr. BIBLER. I will, Senator.
The CUIRMAN. He is only discussing valuation, to-day, Senator

Simmons. He wants to reserve these other arguments when he
addresses the committee on the duty.

Senator SImMoNs. That is what I am talking about; the valuation
of these goods to-day at the customhouse in this country.

Mr. BIlLER. In comparison with the prewar conditions?
Senator SImMoNs. I do not care anything about comparisons.
Mr. BIJILER. You mean the home selling costs, or costs of produc-

tionI
Senator SImMONS. No; I want to know what is the invoice price

of the goods that you manufacture when you have imported goods
into this country from Germany in recent months.

Mr. BIHLER. Yes, sir. I have here a few instances where you'can
see the difference between the present time and the prewar time.

Senator SiMmoNS. I can not look at it now. I am really too ill
this morning to be asking questions. I am suffering from a bad
cold.

Mr. BIlLER. These are the principal reasons why we are asking
for American valuation, and particularly because the German price
is not really a true selling price. They are subsidizing the industries
and labor over there through selling food products at less than what
they buy them for, through their Government. They are collect-
ing'less'in freight rates than what it cost them to transport com-
modities, and the Government is footing the bill. So that the true
value of those commodities would be entirely different from what
is now given; and you can not., by basing a duty upon the foreign
value, arrive at a correct collection of your duty as you mean to
im ose it in your law.

Another thing I want to state here is that we have in our line in
particular (embroidery) for the past 20 or more years been
allowing the importer, who is almost invariably a manufacturer in
foreign countries, particularly in Switzerland, to bringhis goods in
here on a consignment basis, the price of which to us is built up upon
a promulgated cost of production, which was calculated or prescribed
by a special Treasury agent, mostly of foreign birth. It is admitted
that these importation values were, as a rule, from 10 all the way to
40 per cent below selling value at which they were willing to sell those
goods over in Switzerland.
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I have seen some figures submitted to this committee by some
customhouse expert or employee stating that the prices on cotton
embroideries manufacutred in America and sold in America and
similar goods or like goods imported from Europe were almost alike.
I do not know wherehe got his information, but I know, as a matter
of fact, that when you come to embroideries, the domestic product
is in spite of a 60 per cent rate, being sold to the consumer at an
average of 30 to 40 per cent based upon the foreign valuation.

That meons, in other words, that the foreign manufacturer would
have to have a rate of between 30 and 40 per cent in order to compete
with the American manufacturer on that class of embroideries.

And here is one particular instance where the American valuation
reduces the price to the consumer. Of course, you do cut down the
exorbitant and excessive profits that the importers to-day are col-
lecting on these commodities.

Another reason for asking the American valuation is the tremen-
dous difference in the labor cost that we have here as against the cost
abroad. For instance, if you take the expert or skilled worker in
Germany who, before the war, got 45 marks a week, to-day he is
getting from 200 to 220 marks a week. That is about five times
prewar price. You figure the 220 marks at 1.3 cents and you have
$2.86.

The same labor costs us $45 in this country, and our time is eight
hours a day, and over there they are very often, or in many instances,
working 10 hours a day. So it goes a U the way down the scale of
the help necessary to produce this article.

I will later on, as Senator Simmons suggested, submit these figures
with my brief.

Senator SIMM[oNs. Will you do this in addition to that ? I assume
that there are some other countries exporting the same thing to this
country. What other country or countries? Does Great Britain
export any of that product here?

Mr. BiHLER. I am particularly addressing myself to the committee
on behalf of the commodity which we manufacture; that is, embroid-
cry and embroidered lace.

Senator SiwsioNs. Do we import that from anywhere except
Germany ?

Mr. BMHLER. We do import it from Switzerland as well, but we have
never received any more than about 25 per cent of embroidered lace
from Switzerland.

Senator SImioNs. You do not import any from Great Britain?
Mr. BIHLER. Practically none.
Senator SIMboNs. When you furnish the statement that I asked

you about a little while ago will you not also ascertain what this
embroidery that you make is invoiced at when it comes from Switzer-
land?

AMr. BUTLER. Yes, sir.
Senator StaiMoNs. As well as when it comes from Germany ?
Mr. BIBLER. Yes, sir.
Senator SIMMONS. And if you find that it is coming in from any

other country, show what it is invoiced at when it comes from that
country.

.Mr. BIHLER. We get some from Switzerland and some from France,
but the principal inmportations are from Switzerland. We probably
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get 75 per cent from Switzerland. In the embroidered lace it is
reversed. We used to get, before the war, about 75 per cent of the
embroidered lace from Germany and about 25 per cent from the rest
of the countries, principally Switzerland.

Senator MOCUMBER. Great Britain manufactures a great deal of
embroidery. Why is it that she does not export any to the United
States?

Mr. BiRLER. Their labor cost is too high as compared with that of
the European countries and they can not compete.

Senator MCCUMBER. In other words, in using the foreign valuation
as the basis for our tariffs we have penalized those whose labor con-
ditions more nearly approach those of the United States and have
made our tariff so high that it is prohibitive?

Mr. BiHLER. Practically so. They can not operate as against the
low- priced countries.

T at is about all I can say on the subject. If you wish me to
submit this brief before I come to the argument on the tariff, I will
do so. Otherwise, I will submit it at the time I make my argument.

The C rnAtN. You would prefer to hold it, would youI
Mr. BmLER. Not necessarily.
The CH RMAN. It will come in properly later on?
Mr. BUILER. It will come in properly later on.
The CHARnMAN. You may hold it until then.
Mr. BIBLER. Thank you, sir.
The CH ARMAN. The committee ,will now hear Mr. William P.

Clarke, of Boston, Mass., who has expressed a desire to submit his
views to the committee.

STATEMENT OF WILLIAM P. CLARKE, INTERNATIONAL PRESI-
DENT AMERICAN FLINT GLASS WORKERS' UNION, TOLEDO,
OHIO.

The CHAIRMAN. Mr. Clarke, whom do you represent?
Mr. CLARKE. I, Mr. Chairman, am the international president of

the American Flint Glass Workers' Union, with headquarters in
Toledo, rather than in Boston, as stated in the program.
• The CHAmMAN. You are put down as from Boston. I assume your

letterhead or address was Boston when the schedule was made up.
You reside in Toledo?

Mr. CLARKE. Toledo, Ohio; yes, sir.
The CHAIRMAN. That is the headquarters of your union, is it?
Mr. CLARKE. Yes, sir.
Senator SistmoNs. Mr. Chairman, I understood that there was

something in the nature of a limitation upon these hearings upon
American valuation?

The CHAIRMAN. It is hoped that we may get through to-day and
to-morrow. I think it can be done.

Senator SiMmoNs. In view of that fact, I want to suggest that in
fairness to both views on this question the time ought to be divided
between those who are here to speak against it and those who are
here to speak in favor of it. If you call those who are here to speak
for it, and close the hearings to-morrow night, there may be no
opportunity for those who wish to speak against it to be heard.

The CHAva&mAN. Senator I think with a little moderation upon the
part of the members of the committee in asking questions and of
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the witnesses in not being unduly prolix and reading from documents
which are available, anyhow, we can get through very easily to-
morrow.

Senator SIhMMONS. I do not think tho chairman can complain of the
questions asked by the members of the committee this morning.

The CHAIRMAN. I do not complain of anything; I simply state that
if we follow that course we can complete the hearings.

Senator SIMMONS. I do not know. There may e nobody here
to speak against this proposition. It may be that manufacturers-
are here, and they generally, I assume, are for it, because I think it
increases somewhat the protection they would otherwise get. But
if there is anybody here against it I think they ought to have an
opportunity to be heard within the two days.The CHAIR.MAN. I have a list here which'you can see on the pro-
gram, and I think they are all in favor of the American valuation.
If there is any one whom the Senator desires to have invited here
he can do it.

Senator WALSH. Mr. Chairman, I think the argument made here
by so many of the witnesses, that the American valuation plan will
increase the protection and make the. rate of protection higher than
that in this schedule, is so apparent that it ought not to be reiterated
and reiterated by all these Witnesses.

The CHR.MIAN. That is the trouble. The witnesses go over the
same ground that was gone over 'qst week.

Senator WALSH. We all know that it means more protection than
that named in the rate.

Senator SmooT. Providing the ad valorem rate is the same.
The CHAIRMAN. Now, Mr. Clarke, will you proceed? You are a

glassworker yourself, originally?
Mr. CLARK.. Yes, sir.
The OCuASAN. All right; proceed.
Mr. CLARKE. Mr. Chairman and gentlemen, I have been following

the glass trade since I was less than 10 years of age. I have been
an officer of our organization for more than 18 years. I am now the
international president, and I come here of my own volition to speak
toyou in behalf of our workers.

In those 18 years of experience I have found it necessary to counsel
our men to decrease wages and increase their labor in order that they
might get an opportunity to work at their trade. We have had to
increase our production 100 per cent in some instances and decrease
wages at the same time in order that our men would have an oppor-
tunity to work at the trade they have acquired.

During the war we were able to produce in this country a class of
glassware that had not been produced here in the years previous,
due, primarily to the foreign product being deprived of an entry
here. We have built up an industry, especially in the chemical
lkranch, that is now standing practical idle because of the ruinous
competition that is at least threatened from abroad.

Realizing the seriousness of this, our convention authorized me
to make an investigation personally, and between the 17th day of
October and the 13th day of March last I investigated the flint-glass
industry in 12 foreign countries. I come here to-day, gentlemen, to
say to you, in substance, that unless we at least get the American-
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valuation plan, or even something better, there is no chance for the
manufacturer engaged in the flint-glass industry of America and
the workmen that he employs competing with the product of the
men of Germany and Czechoslovakia, in particular, and perhaps
Belgium.

I do not wish to tire you, but I would like to submit for the record
a copy of a letter that I sent to Chairman Fordney, of the Ways and
Means Committee. In his reply to that letter he inferred that under
the American-valuation plan, on some articles, we would get as much
as 160 per cent duty. But I know that 160 per cent duty will not
protect us against Germany and Czechoslovakia, and I realize the
significance of that statement.

(The letter referred to is as follows:)
H SANDUSKY, OIo, July 15, 1921.HenI. JosPI W. FORDNEY-v

ha irmn of the Ways and Means Committee,
House of Repreentatia, Wa8hington, D. C.

MY DEAR MR. FORDNBY: I am in receipt of your communication of the 11th, which
is in continuation of the correspondence that has passed between us on the subject
of protection to American workmen and American industries, and as I read your
definition -f the !imerican valuation plan as proposed by your committee, and wbich
is now before ; tht House of Congrnss for disposition, I can not help but say to you that
in the judgment f the American Flint Glass Workers' Union it does not give the pro.
tection that is absolutely necessary to the flint-glass industry, and we say this for the
following reasons:

1. This Government does not owe every man a living, but the representatives of this
Government have a moral obligation making it mandatory on them to exercise every
honorable effort to the end that all our citizens will be accorded an opportunity to
obtain employment so that they may honestly and faithfully provide a decent living
for themsel yes and tihow depending upon them, but if the proposed tariff bill Is enacted
into law in its present form, then that part of the citizenship of the United States thit
depends upon the flint-glass industry for a livelihood will be thrown into idleness,
and flint glassware will be supplied to our markets by the manufacturers and workers
of Czechoslovakia, Germany, and .lelgium.

2. After our country became involved in the World War, the opportunity to secure
chemical and similar glassware, which had been previously imported from Europe, was
destroyed, and it was then that the representatives of our Nation called upon the
officers and representatives of the American Flint Glass Workers' Union and the manu-
facturers engaged in the flint-glass industry to so arrange their affairs that this class of
goods, which was absolutely essential for the furtherance of our Interests in scientific
research, the making of ammunition and the one thousand and one other scientific
experiments that were necessary, which ultimately meant the winning of the irar, to
come tothe assistance of the Government in its dire distress, to the end thatthesegobds
could be produced in America. We were then assured that if these additional sacri-
fices were made that at the termination of the war the money and the energy expended
would be guarded and protected, but if the present tariff bill is enacted In Its present
form, that promise will not be made good and we will find ourselves in a worse poeition
than we were previous to the war, when practically all this class of ware was produced
in Europe and imported to America. _

3. We did not only agree to support the Government in this respect but we likewise
sent 17 per cent of the flower of the manhood of our organization #A foreign shores to
further the interest of these United States in that terrible conflict. Those raen spilled
their blood on the battle fields of Europe, where it was dried bv the sun and washed
by the rains, and their bones bleached by the elements of tifie, and now are their
fellowcraftemen going to be required to reduce their wages, increase their hours of
labor, and still be denied the r-ght of an opportunity to produce the glassware that is
to be used in America, and this product which should be produced by American
workmen imported from abroad?

4. There ii no man in or out of Congress who can successfully contend that the
average yearly income of the members of the American Flint Glass Workers' Union
has reached a figure that justifies a decrease in their average earnings, for be it under.

I I



AMERICAN VALUATION. 205

stood that their average earnings have not exceeded $1,701 per annum, and It has
never reached this amount in the 43 years of our existence save once, and we can
not consider this amount a living wae when the statistics presented by our Cabinet
officials provide that the average fanily composed'of father, mother, and three child.
dren should have an annual income in excess of 62 000.

5. Perhaps some of our Democratic brethren will contend that there has been an
exorbitant profit made in this industry, and if they do, then the representatives of
the American Flint Glass Workers' Union in convention assembled in Sandusky,
Ohio, to-day declare that it is the obligated duty of the Democrats as wel as the
Republicans to insist upon a thprough investigation being made as to the profits that
have been acquired by the employers in this industry, and if the crime of profiteering
has been practiced on the American people, then make these facts known to all the
people, and in that way give to the workers the opportunity of showing where they
have been deprived of a-fair return for their labor, which return is not sufficient to
support an American family and accord them the thln that the members of our
present Cabinet contend they ar entitled to. However, it is the opinion of the work-
men in this industry that exorbitant profits have not been made, yet in order to
allay distrust we beseech you to propose an Investigation into this p hue of the sub1ect.

6. The men employed in the girnglas industy are skilled workmen; In fact, they
are artiste. It requires years to acquire this art and we challenge successful contra-
diction to the statement that those artists have not received a living wage; they have
not retarded production but, on the contrary, we are prepared to prove that between
the years 1916 and 1920 in place of decreasing production we increased our production
better than 12 per cent, and this statement will stand the most through investigation
that any committee representing the House of Congress may see fit to make. And if
this be true, then what justification can the House of Congress present for the enact-
ment of a law that will fall to give to us that protection that was promised and which
is absolutely necessary in order that the members of our organization will have an
opportunity to follow ,heir calling?

7. The subject of imported glassware to America has resulted in a hardship being
practiced upon the American workmen, and it is high time that the fallacy of the
policy pursued should be exposed. The glassware that has been used to ornament
our Capitol in Washington and to decorate and used for service in the White House
and used on our ships that ply the oceans was, until very recently imported from
abroad, when we have the very best skilled workmen that can be lound the world
over in the United States of America, and this is not the first time that this phase
of the subject has been brought to the attention of the committee over whic? you
have the honor to preside. This subject has been of such importance in the years
gone by that on thiee different occasons we found it necessary to make an investi-
gation of conditions abroad, and a recent investigation was made by the writer of this
communication, and I now declare that the present proposed ligislation will not
give protection to our industry against the product of the manufacturers and workers
engaged in the flint-glesindustry of Germany, Czechoslovakia, and perhaps Belgium,
for N It remembered that the value of the money of these Governments is so low
that under your plan the people of Czechoslovakia and Germany can place their
glassware on our sores for a piice approximting only 50 per cent of the wholesale
price of similar articles produced in America, thereby depriving both manufacturers
and workers engaged in this industry of an opportunity to compete with them.

8. While in England, Belgium, Germany and Czechoslovakia during the months
of November, December and Tanuary last, I was advised by manufacturers and im-
porters that even though we increased our tariff rate 100 per cent, foreigners could
place their product in these United States at a lower cost than we could manufacture
imila ware, and if this be permitted to the degree contemplated, it will demonstrate
that our representatives in Congress either do not wish or ebe lack the ability to meet
this grave problem.

Tiis subject is of such tremendous importance that I have hurriedly drafted this
communication, which shall be presented to the delegates of our convention, which
Is now in session, for their indorsement and I shall urge that it be given to the public
lress as an open letter and I stand ready to defend every statement contained in this
document at any time or place, providing the date will not interfere with my duties
and present engagements.

Let those who assail the workers of these United States question our motives in
secret; let those who declare that men appealing for an opportunity to labor are bol.
shevists when they are discussing our hopes and our aims when we are not represented,
and while I am not authorized to speak for labor as a whole, I am authorized and do
speak for the members of the American Flint Glass Workers' Union, and stand ready
to defend every principle enumerated in this document and in the name of working
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men who fought to defend the principles of this Government, I call on you for that
protection that will enable our workers to secure an opportunity to work and receive
in return a living wage.

Respect fuly, yours, WILLIAM P. CLARKE,

President American Flint GI. Workter' Union.
P. S.-The foregoi was read to the delegates comprising the forty-fifth convention

of the American Flint Glass Workers' Union held this day and was indorsed by unani-
mous vote.-Clarke.

I would ask you to bear with me while I read one letter-it is very
brief-which will give my view on that particular phase of the sub-
ject, and I will hand it to the reporter for the recordS. It is address!
to Mr. A. H. Heisey, Marlborough-Blenheim Hotel, Atlantic City,
N. J., and it says:

DEAR MR. Hnisay: I read with interest the letter you handed me yesterday, and
after giving some thought to the subject of tariff I deem It wise to reduce my views
of the general proposition to writing in order that you may have an opportunity to
understand the situation as it presents itself to me, hence I ask that you read what
follows with care:

To demonstrate that the present tariff bill, if applied as interpreted by the Hon.
Joseph W. Fordney, chairman of the Ways and Means Committee, in a letter he wrote
me July 11, 1921, will not give the flint-glass industry the necessary protection, I
present the following example:

First. The workmen in Germany are paid 30 marks for the making of 100 inside
and 100 outside pint thermos bottles. The theoretical value of these 30 marks is
$7.14, while the actual value of exchange in American money is but 46 cents.

May I inject there that I placed my valuation on the Germad mark
in harmony with what I paid for it while I was in Germany in January.

Second. The workmen in America are paid $2.41 for the making of 100 inside and
100 outside pint thermos bottles.

Third. Nqw recall that the wage paid the German workman is worth only 46 cents
as compared with the $2.41 paid to the American workman.

Fourth. It isproposed that when articles similar to those made in America are
imported from Germany then, in order to determine the amount of duty to be assessed
on the imported articles, the appraiser ascertain the wholesale price of similar articles
in the American markets.

Fifth. Let us say, for the sake of argument, that the American wholesale price would
be $2.41 for the 100 bottles. Now, if the tariff rate would be 40 per cent, then this
would mean a duty of 96 cents; hence it follows that there would be 96 cents tax
added to the real foreign price of 46 cents, which would bring the comprative value
of the imported article to $1.42, as compared with the American price of $2.41.

Sixth. It will be understood that the figures of 46 cents and $2.41 are comparative
prices paid to the skilled laborer, but it must be borne in mind that when you include
the costof materials, unskilled laborer, etc. the difference grows greater as the value
of the item increases, this being accounted for because the German mark is worth
but 6 cents on the dollar.

Seventh. The only cost that can be added to the German.made article that will
contribute toward an equalization of the price in our markets N for package and freight.

Eighth. From this example it must be apparent that the industry is to suffer unict
we obtain more protection ora definition of the law different to that given by Chairman
Fordne.

Sincerely, yours, WILAM P. CLARKE,

Praident American Flint Glae Work r' Union.
We found it necessary to make an investigation previous to the

war, and this investigation was made by the actual workmen who
were lying in idleness. The words that I give you now ire the words
of the men-not their officer6-who went out and made the investi-
gation.

Senator WATSON. Why go into that? What is the difference what
the situation was before the warI
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Mr. CLARKE. Because, Senator, I want to show how deplorable it
was then and add the statement to that that it is worse now.

The CHAIRMAN. We admit it.
Senator WATSON. That is enough. I do not think you need to go

into a long statement showing the conditions in Germany.
Mr. CLARKE. It is just a paragraph, which reads as follows:

After making inquiries from the different importers we found that the information
thus gained through the importers materially assisted us in comparing the cost or the
bu ing price as compared with the price on record in the customihous6. After feeling
we had about struck the proper key to bring about the desired relief, inasmuch as we
wrere prepared to show our Government that the price at which them goods are being
invoiced into the country, name v, 24 to 30 cents per dozen on the shallow dome and
to 34 cents on" the regular dome, the said invoice charge would not pay for the material
that goes into the shade, as in a shade weighing from 20 to 29 ounces the glass alone
would cost from 34 to 4 cents. Now, when we realize that these shades arem eing sent
Into this countryat a valuation of 2 to 21 cents each, you will agree with your committee
that we thought our Government officials could not but insist that these goods be
invoiced at higher figure.

Senator WATSON. That had reference to the time before the war?
Mr. CLARKE. Yes, sir.
In other words, the glass in a shade alone, without including the cost of making the

finished article, would be worth 4 cents, while they were laid down in New York at a
valuation of 21 cents each imported from Germany, and no labor cost is included in
these figures.

I say to you, without fear of successful contradiction, that the situa-
tion as it confronts the flint-glass industry on that same line of ware,
in so far as Germany and Czechoslovakia are concerned, is infinitely
worse than portrayed in that paragraph, due primarily to the low
value of exchange.

I do not want to take up too much of the time of the committee,
but while I was in Germany Mr. Vincent Krebbs, the head of a glass
concern there, told me that he had that morning refused an order for
50,000,000 electric bulbs for America, and the reason for the refusal
was that they were not able to supply the demand in their own
country. Otherwise, that ware wou [de coming into this country.

The ChAIR.IA.X. Have wages gone down in your trade?
ir. CLARKE. We are now in conference with the employers in Atlantic

City, and I left that conference because I felt that this meeting was of
more importance to the nmen that I represent. Just last week, Sen-
ator we proposed a reduction in wages to the manufacturers of thermos
bottles. Since then we have proposed reductions on other classes.
The manufacturers have rejected them because they felt that the
reduction that we proposed was not sufficient to meet the situation.

Senator McCUMbEn. They have not been reduced yet,, then I ?
Mr. CLARKE. They have not been reduced yet, sir. We adjourned

in two of the departments vitally affected without an agreement,
because we could not agree upon what point the workers should be
required to_go to.
% enator WALSH. How substantial a reduction do the employers
q ugest?

Mr. CLARKE. Anvhere from 20 to 33& per cent. We offered in
one instance 12 and in another instance 15.

The CHAIRMAN. How many men are employed in this industry?
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Mr. CLARKE. I represent only the skilled workmen, and we have
10,000 skilled workinen, and for each skilled workman we suggest
that there are at least six other workmen employed.

The CHAIRMAN. Then your wages are still on'the war level?
Mr. CLARKE. Yes, sir; our agreement does not expire until the 4th

of September.
Senator MCLEAN. Are you working on full time ?
Mr. CARKE., We have practically no one working in the thermos-

bottle branch of the trade and the chemical branch. In the other
branches we have about 63 per cent of our men working a division
of time and the other 37 per cent idle.

Senator WALSH. What is the percentage of the whole trade,
everything included? You said certain branches were doing no
work at all. What percentage of those branches?

Mr. CLARKE. I would say 20 per cent.
Senator WATSON. You make chemicals, too, do you?
Ar. CLARKE. No, sir; just glassware.
Senator WATSON. Chemical glassware?
Air. CLARKE. Yes, sir.
Senator WATSON. You are in danger from Japan as well as from

Germany?
Mr. CLARKE. Absolutely so.
Senator WATSON. Is your factory closed, with these men out of

work in these particular branches, because of imports from Germany
or from other countries?

Mr. CLARKE. The ware is coming in from Germany, Czecho-
slovakia, and Japan as well as from Belgium, and our plants are
closed-I will not say altogether because of this imported ware, but
the fear of the employers and the purchasers that if they operate and
create a stock, the other countries will be able to sell their ware here
and leave them with the stock on their hands.

Senator WATSON. The p'ce reduction in Germany, under present
conditions, is lower than at in any other country ?

Mr. CLARKE. No, sir; Czechoslovakia is a little bit lower. It is
about on ap ar, however.

Senator WATSON. How does it compare with Japanese production?
Mr. CLARKE. I have considered the Japanese situation for better

than A year, but I believe it is practically as bad. Our workmen
work on a piecework basis. We work on an unlimited production.
We do not retard production; and during the war I am' prepared to
rove that we increased our production better than 12 per cent.
o the charge that the trade-union movement is retarding pro-

duction can not be substantiated in its application to the flint-glass
industry.

Senator MCCUMBER. Can you tell us what the earnings of the skilled
workmen are under this piece character of work?

Mr. CLARuKE. I am glad that you asked that question Senator.
Up until one year ago the highest average wage of the men em-

ployed in this industry was $30.43 a week, fi grig 50 weeks to thb
year. Within the past year it has increased to $3502 figuring on the
same basis; and that is the highest figure in a period 0143 years.

Senator WALsn. The average for skilled and unskilled?
Mr. CLARKE. That is skilled alone.
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I will be glad to answer any question that you wish to propound
to me, or at least, try to answer it.

Senator WALSH. How many of these industries are there in the
countryI

Mr. CLARKE. I would say about 130.
Senator McLEAN. You are more deeply interested in a revision of

the tariff than you are in a revision of the tax laws?
Mr. CLARKE Yes- we are interested in a revision of the tariff. It

has appeared tome that bvthe revision of our tariff wewill never be able
to bring it to a figure sufficiently high to protect our industry, and I
wanted to add my views to try to save the American-valuation plan
at least.

The CHAIRMAN. Is that all, Mr. Clarke?
Mr. CLARKE. Mr. Chairman, it may be of interest to you to say that

while I was.in London I had a representative of the Czechoslovakia
importing corporation say to me that if we increased our tariff 100
per cent they would lay glassware down in this country cheaper than
we could produce it.

I had them say to me in Prague that regardless of what we did
toward increasing our tariff they would place glassware here cheaper
than the American manufacturer could put it in our own market.

I think it is about time that the Amnerican Government should
contribute to aiding in redeeming the pledges made to the em-
ployees and the workers in this industry. When we went into the
war you could not get glassware.in this country. Representatives of
the Government went to us and came to me as the president of the
workers and came to the employers and beseeched us to aid them.
We did so. In New Jersey in particular there were at least 10 fac-
tories erected, and those factories as a whole are almost idle to-day
because the pledges which they gave us have not been kept. They
agreed that when the war was over they would protect the American
workman and the American manufacturer who invested his money
in this enterprise but they have not done it.

We do not believe that the importers should be protected and
their interests furthered to put upon the American market the prod-
uct of foreign workmen when men of American birth are required
to walk our streets in idleness. In many instances these men are
seeking the necessities of life from charitable organizations and
kindred associations.

Senator WATsoN. Have you ever figured cut what rate would be
necessary to add to protect your product from German imports,
aside from American valuation?

Mr. CLARKE. I have not; but I want to bring home this point to
you-and I may say, incidentally that I just got word last night at
5 o'clock that I was to appear before this committee, and I have not
had time to prepare as I would have liked to prepare-if you will
take into consideration that with 6J American cents you can buy a
dollar's worth of product in Germany and more than a dollar's
worth in Czechoslovakia, and then adA the tariff that- is proposed,
which will be 40 per cent on the American valuation, andsy it is
a dollar; add that 40 to the 6*, and you have got 461 cents. That is
compared with an American dollar's worth ol product in America.
The only thing that will increase that 46f centre toward the dollar
is the cost of package and the cost of freight. The last time that
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I testified before the Tariff Commission evidence was produced there
to show that from Antwerp they could ship to New York glassware
for 18 cents a hundred, and from Pittsbur% to New York the same
rate prevailed. So we will gain nothing there.

Now, take Belgium to Seattle. The rate was 35 cents a hundred.
From Pittsburgh to Seattle it was 90 cents a hundred. So we lose
out on our own freight rates, and it is impossible to gain anything
in this direction.

It may be of interest to you to know that the American Federation
of Labor in 1917 adopted a resolution, a copy of which I wish to give
to the secretary, but want to read just the substance of it, that this
convention go on record in favor of a policy of industrial prepared-
ness, and that such preparedness be in harmony with the standards
of labor as recognized by the American Federation of Labor, and the
enactment of laws by Congress that will adequately protect all wageearners of our country against the loss of employment through any
industrial invasion on the part of the product of any of the other
nations.

That is : e declaration of the American Federation of Labor.
The CIK;I.11AN. Mr. Frederic E. Kip, of Montclair, N. J., requested

a hearing. I see he is present. We will hear you now, Mr. Kip.

STATEMENT OF FREDERIC E. KIP, MONTOLAIR, N. J., REPRE-
SENTING THE PILE FABRIC MANUFACTURERS OF THE UNITED
STATES.

The CHAIRSAN. Will you state the line of manufacturing business
that you are in, Mr. Kip?

Mr. KIP. I am in the pile-fabric manufacturing business. I repro-
sent the Pile Fabric Manufacturers of the United States. We make
pile fabrics, velvets, flushes, fabric furs, etc., in fact, all fabrics
having their face or pile extending vertically from the back of the
woven fabric.

For the pile or face we use all known textile raw materials, namely,
wool, worsted, mohair, alpacft, jute, silk (of all kinds, namely, raw
silk, thrown silk, spun or schappe silk, artificial silk) and cotton.

As we use for the face or pile of our fabrics all known textile
materials, our fabrics are made in four of the large industrial foreign
countries-Germany, France, England, and Japan.

We are strongly of the opinion that on our product the adoption
of the American valuation is an imperative necessity. You can
readily conceive under foreign valuation of the detriment to labor
and the chaotic conditions that would result from production in
countries having exchange depreciated to the following extent.

Then I have prepared a table showing the rates as of July 27,
taking Russia, Germany, Italy, France, and Great Britain, showing,
the normal exchange, depreciated exchange, and the percentage oI
depreciation.

The percentage of depreciation for Russia is 09.8 per cent; of Ger-
many, 95 per cent; Italy, 78 per cent; France, 60 per cent: and Great
Britain, 27 per cent.

At rates of exchange such as these there can be no force to the
argument of importers that the adoption of the plan of American
valuation would be prohibitive against an importation from foreign
productive industrial countries.
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Senator WATSON. You import some, also, do you not, Mr. KipI
Mr. Kip. We do, yes, Senator. We could import a great deal

more if we chose to do so.
It is conceded that for the 20 years prior to the war Germany made

more industrial progress than any country in the world, the United
States not excepted.

When I was in Germany in October, 1920, the wages of the highest
grade mechanics in the entire Rhine Valley were 280 to 300 marks
a week, and I am informed that they are the same to-day.

Senator MCCUMBER. That is, the oerman workman receives only
the same number of paper marks now that he received before for a
week's workI

Mr. Kip. No, sir. A skilled mechanic before the war used to
receive from 50 to 60 marks. That whs a large wage at that time.

Senator WATSON. The 24-cent mark?
Mr. KiP. Twenty-four cents on the mark would be from 12 to 15

dollars. Now he receives 280 to 300 marks a week, which is about
five times his former wage.

Senator McCuMDER. in other words, what would it be in American
money right now?

Mr. Kip. I will give you that. At the present rate of exchange
this would represent a wage of only about $3.60 to $3.70 weekly, as
against $40 to $50 per week paid for the same grtide of work in the
United States.

Senator MCCUMBF.R. And how much paid for the same grade of
work in Germany prior to the war?

Mr. Ku. Fifty to 60 marks.
Senator WATSON. $12 to $15 a week?
Mr. Kip. Yes; $12 to $15 per week.
Senator WATSON. And on a gold basis the German workman is

receiving very much less than he did before the war?
Mr. KiP. About one-fourth. In other words, b efore the war a

first-class mechanic in Germany earned $12 to $15 per week (50 to
60 marks at 24 cents per mark), whereas to-day in Germany he earns
$3.60 to $3.70 per week (280 to 300 marks at 0.0125 per mark).
That is easily ascertained by anybody who wants to find it out. It
is public knowledge. I know this of my own knowledge because
I was there.

If I do not bore you I will give you a little experience that I had
in Germany, a little later.

Under such conditions no duty that would be imposed by the United
States, even oiu the plan of American valuation, would debar imports
from a country like Germany; and in cases where Germany has the
raw materials available in her own country it is apparent that even
a duty of 200 per cent would not prevent her obtaining the market
in the United States to whatever extent she elected.

What has been said of Germany is even more true of Russia in
regard to the things which she is best fitted to produce. In my
opinion,within two years of the restoration of more stable conditions
Russia will be able with her depreciated exchange (under foreign
valuation basis for duties) to land wheat in theUited States at 50
to 60 cents per bushel, which would be less than the labor cost alone
to the American farmer. That this would be detrimental, if not
ruinous, to the American wheat grower is .ubvious.
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In the present chaotic state of foreign exchange it must be apparent
that there must be some basis for American duties which will not
result in great and constant fluctuations. The American valuation
plan would keep the rates of. duties stable, despite changes in the
exchange rates, and would equalize to a considerable extent the
differences existing between foreign and American costs. As the
rates of exchange become more normal the changes in valuations
would automatically operate to keep the duties equalized and stable.
In our opinion therefore, the adoption of the American valuation
plan would be doing what can be done by our Government to prevent
nonemployment o productive American operatives and ruinous
conditions for our Amferican farmers.

We are convinced that not only will such a plan not debar importa-
tions, particularly from such countries as Germany, but, on the contrary,
that within a few months from the establishment of peace the im-
portations will be even larger than in the years preceding the war.

We therefore strongly urge the adoption of the American valuation
plan as a necessary and imperative part of the measures which
should be taken to meet these abnormal conditions.

As a convenient basis of information showing the percentages of
depreciation I submit a table of exchange rates, including a number
of countries not previously mentioned, giving the extent of deprecia-
tion of all the countries, Austria, Rumania, Spain, etc.

Exchange rates a of July 27, 1921.

Normal Present Extent
value. value, of depre-

COns. Certit. Per cenl.
Greece .......... " ........................................ drachma.. 19.3 5.68 71
Rusia ...................................................... ruble.. 61.46 .0014 994
Poland ....................................... mark.. 23.50 .055
Austria ....................................... crown.. 20.26 .12
. ......................................d.,... 20.30 .2
Iugova .................................do.... 20.30 .60 97
Czchoslovakia ............................................... do.... 20.26 1.28 931
Finland ..................................................... mark.. 19.30 1.5 .1,'.
Rum aa ....................................................... leu.. 19.30 1.30
Spain ..................................................... peseta.. 19.30 12.70 341

Sen'ator McLEAN. How many men are employed by the interests
which you represent, Mr. Kip I

Mr. KP. I should think about forty to fifty thousand, taking them
all told-maybe not as much as that; thirty-five to forty thousand.

Senator McLEAN. What is the effect of existing competition upon
your interests to-day? How are you running? What is the con-
dition?

Mr. Ku. We are running fairly well to-day, for the reason that
Germany, who is our main competitor, has not gotten on her feet,
but there is a great hesitancy about any fo ward contracts, realizing
the conditions which will come about by the depreciated exchange.
I do not think people realize how important and how detrimental that
is going to be to labor. For instance, I went into Germany with an
automobile. I had a chauffeur and four people with me. I changed
$35 and I got over 3,000 marks. I thought I was going to be there
a week, and, as I had a bank account there, I said, "I will take $100,"
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for which I got nearly 7,000 marks. Then a mark was depreciated
only about 1.40. Now it is 1.21. We lived there about a week, and
when we were about to leave I gave back 3,700 marks. Our whole
expenses for the week were not over $0; and they drank wine, those
that wished to, and had other things.

I thank you, gentlemen.
The CHAiRmAN. The next witness is Mr. Walter S. Hilborn. I

understand, for the information of the committee, that he will he the
last witness to be heard to-day.

STATEMENT OF WALTER S. HILBOR N, NEW YORK, N. Y REPRE-
SENTING THE NOVELTY JEWELERS' TARIFF ASSOCIATION.

Air. HILBORN. I represent a group of importers of novelty jewelry,
consisting of 24 in number, who were formed last winter at the time
we were discussing the emergency tariff, and who then protested
against the then depreciated-currency feature of the bill and sub-
mitted evidence to your committee that even though the value of the
foreign currency had depreciated, the cost of the foreign article meas-
ured in American money had appreciated to a greater extent.

I now appear on their behalf to oppose the American valuation
feature of the present tariff bill.

The CHAMIAN. Are You in the toy business?
Mr. HILBORN. No, sir; I am an attorney, and the people whom I

represent are entirely importers of novelty jewelry.
When they appeared before the Ways and Means Committee in the

discussion of this act they stated quite frankly that they believed that
a rate should be carried in the act which would adequately protect the
American manufacturer, but they believed that that rate should not
be too high to exclude novelty jewelry which eet a style and a stand-
ard for American manufacturers.

At the hearings before the Ways and Means Committee the Amer-
ican manufacturers asked for an 85 per cent duty based upon the
foreign valuation. The main objection that the importers have to
the American valuation feature is the uncertainty which will result
in their purchases abroad. The duty will be appraised upon the
American selling price at the date of exportation. The articles
which they purchase are largely noncomparable items, so that at the
time of the purchase they will not be able to determine what the

"cost of the article will be, landed in New York; and, as one of them
said to me on Saturday, "We will have to get samples, send the
samples to the United States, have them appraised, and then deter-
mine whether it is possible for us to make the purchase, and then we
may not know that the American selling price at the new date of
exportation will be the same as at the timle of the exportation of the
original sample; so that our articles, bought from six to eight months
prior to sale in the United States, will be upon a basis where we will
be unable to determine the American selling price."

I have endeavored to compute with some degree of success to my
own mind just exactly a comparison between the old and the new
rates based upon this American valuation theory.

The rate carried on novelty jewelry under the old act was 60 per
cent. The rate carried by this act is 55 per cent. If the balance of
the American selling price, 45 per cent, is all applied to the foreign

218



214 TAMP HP"mNGS.

cost, then you will have a duty of $55 on every $100 worth of goods
sold in the United States; $45 of the hundred to be used in purchasing
abroad. Fifty-five is 122 per cent of 45 so that a rate of duty where
the American manufacturer asks for only 85 pe.-e cent is at the mini-
mum increased to 122 per cent.

To carry the table a little further if you take the least overhead
which the importers say is needed, which is a minimum of 25 per cent
of the selling price, and add 55 per cent for duty, it makos 80 per cent.
That leaves it 20 per cent of the American seeing price which is avail-
able for payment to the foreigner, and 55 is 275 per cent of 20. So
that the necessary result of American valuation as applied to the
importation of novelty jewelry is to increase the duty from 60 per cent
to 275 per cent.

I have prepared a table which can be used on almost any rate of
duty and on any overhead, so that it will be possible practically to
compute what the rate of duty will be based upon the American
valuation theory, giving any allowance that the committee might see
fit for overhead But it is quite demonstrable that if 25 per cent is
the overhead a 75 per cent duty is absolutely prohibitive of importa-
tion, because there is nothing left to be paid the foreigner. For each
decrease of 1 per cent in the rate of duty it is possible to pay the
foreigner I per cent more for the article.

I was talking to a gentleman who was considering embroideries.
Thirty-seven and one-half per cent is the new rate of duty based upon
an American valuation, and 25 per cent allowed for overhead makes
the rate of duty 100 per cent on the American valuation as opposed
to 60 per cent carried by the present act.

Senator MCCUMBER. Your objection, mainly, is to the amount of
the tariff rather than the principle?

Mr. HILBORN. Our objection is as to the uncertainty which will
result from the American valuation theory, because it is impossible
to determine at the date of purchase what the selling price is going
to be-that is, the wholesale selling price at the date of exportation.
So that the importer is unable to determine when he makes his pur-
chase what hislanded cost is going to be.

Senator MCCUMBER. But the other feature might be a reduction?
Mr. HILBORN. It might be a reduction; but the uncertainty and the

pyramiding which will necessarily result are objectionable. As you
reach a new selling price based upon the increased duty, a duty oix
the new increased selling price will make a higher duty, necessitating
an increased selling price for each subsequent importation, until
finally you will reach a point where the duty does not affect the price.

But I have figured out based upon the present cost of $1.80, that,
with a 25 per cent overhead and the present duty of 60 per cent,
the article can be sold for $3.84. If you take a 55 per cent duty
based upon the American valuation, that makes a duty of approxi-
mately $2.08 to be added to the $1.80, and you get $3.88, plus
25 per cent. Gradually, by the increased selling price, due to
the increased duty, each new selling price gives an increased daty,
in order that the importer may continue his business, until finally you
get a stabilized price, but an article that can now be sold for $4 ill
have to be sold for $9 by the wholesaler in order to stabilize his busi-
ness.



I
AM RICON VALUATION. 215

The main objection to the American valuation feature is the
uncertainty which will result in the conduct of the importing busi-
ness. The other feature, the question of the rate of duty, of course,
is a subsequent consideration. If the other advantages of American
valuation outweigh the disadvantage of uncertainty, then subse-
quently we desire to be heard upon the rate of duty.

The CHAIRMAN. Is that all?
Mr. ILBORN. I desire to submit a brief to-morrow, if I may.
The CHAIRMAN. You may submit it.

BRIEF OF WALTER S. HILDORN, REPRESENTING THE NOVELTY JEWELERS'
TARIFF ASSOOATION.

The Novelty Jewelers' Tariff Association desires to protest against the so-called
American valuation feature of the Fordney tariff bill which is contained in section
402 thereof, and submits this brief in opposition thereto.

The argument herein made with reference to novelty jewelry carrying a 60 percent tariff, can likewise be made for imitation pearls and beads, and this memorandum
is filed on behalf of the importers of these commodities as well as on behalf of theimporters of novelty jewelry. ... .The present tariff on novelty jewelry is 60 per cent ad valorem. The rate carried

by the Fordney Act is 55 per cent ad valorem, based, however, upon the American
selling re.

hi eaves but 45 per cent of the American wholesale selling price to cover foreign
cost, freight, insurance, landing charges, interest on invested capital, expense of
dee-, business, income, excess profit tax and allowance for loss due to the point of
u-.aleable commodities and the fair return by way of profit to the importer.

MINIMUM DUTY CARRIED BY FORDNEY TARIFF ACT, 122 PER CENT OF COST.

If the entire 45 per cent left after the payment of duty were used in payment for
the imported article, we would get 122 per cent as the minimum rate of duty based
upon the foreign cost; 45 per cent of the selling price. Out of every $100 of American
selling price, $55 would be paid to the Government of the United Srates by way of
duty, and no more than $45 could be paid to the foreign manufacturer. The rate of
duty on the article on this hypothesis, instead of a present duty of 60 per cent, would
be if. or 122 per cent, although the American manufacturers asked only for an increase
to 85 per cent. One hundred and twenty-two per cent would be the minimum rate
of duty on jewelry carried by the new act, so that what is an apparent reduction of the
rate of duty from 60 to 55 per cent is not a reduction, but an increase from 60 per cent
to at least 122 per cent.

This business can not stand a doubling of the rate of duty, and this mere statement
of the effect of the American valuation feature of the Fordney tariff bill should demon-
strate beyond any argument that the duty on jewelry carried by this act will be not
a revenue producer but rather it will cause an absolute prohibition of imports.

As much of the 45 per cent will be absorbed otherwise than in foreign cost, the rate
of duty however based upon the foreign cost will necessarily be more than 122 per
cent, which itself would be prohibitive, and more than is required by the American
manufacturers of jewelry, who in their argument before the House committee only
requested a tariff of 85 per cent.

ElROr ON AMERWAN WHOLESALE PRICE.

Not only is the minimum increase of the rate of duty startling and prohibitive
but its necessary effect upon the American selling price of such articles as might
be imported is almost beyond imagination. So startling is the comparison between
the present selling price of an article of novelty jewelry and the ultimte effect of the
American valuation feature of the Fordney tariff act on said price that it should itself
be the best argument against the American valuation feature unless, perchance,
the sole purpose of this feature of the act is an absolute prohibiton of imports. .

This statement will be based upon an article now costing $1.80 per dozen f. o. b.
place of purchase. This is a common price for an article of novelty jewelry. This
carries a tariff at the present time of 60 per cent, -to wit, $1.08 on the $1.80. This
makes the cost of the article plus the duty $2.88. To this must be added gross proft
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sufficient to cover freight, insurance, landing charges, interest on invested capital,
expense of doing business, taxes. allowance for losses, and a fair return by way of profit
to the importer. in order to be moderate and beyond the realm of contradictory
argument, we will take one-third of the landed cost (although much more is now
reared), which is equivalent to 25 per cent of the selling price in each case. One.
third of our landed cost of $2.88 is 96 cents, which added to $2.88 makes $3.84 as the
necessary minimum wholesale selling price of an article costing $1.80 per dozen
f. o. b. point of purchase.

THE EFFECT OF THE AMERICAN VALUATION FEATURE UPON THIS ARTICLE OP
NOVELTY JEWELRY.

The probable ultimate effect of the American valuation feature will be an increase
in the wholesale selling price of this article from $3.84 to $9. The American selling
p rice of the article under consideration at date of exportation is, aa we have seen,
$3.84; 55 per cent of this selling price, the duty carried by the Fordney act, is $2.11,
making the cost of the article $1.80, plus the duty, $2.11, 83.91. Add one-third of the
cost to cover the additional charges set forth above, we get a necessary wholesale
selling price of $5.21.

But we have not stopped with the effect of the new tariff act. The chain is almost
but not quite endless. We have now established a new wholesale selling price o
$5.21 upon which the duty of 55 per cent must now bo figured. This duty would
now te $2.87; added to the foreign cost makes the cost of the article plus the duty
$4.67; adding the same overhead of one-third or $1.56, makes a. new selling price of
$6.23.

We have now established a new selling price of $6.23, upon which the duty accord-
ing to the terms of the new act, must be based. Fifty-five per cent of $6.23 is $3.43,
added to the cost of $1.80 is $5.231 add on the same, one-third for overhead, etc., give
the necessary new American selling price of $6.97.

The wholesale price would progre ively increase as follows:
Cost ...................................................................... $1.80
Duty (55 per cent of new selling price, $6.97) ............................... 3.83

Cost plus duty ....................................................... 5.63

Gross profit, otie-third of $5.63 .............................................. 1.88

New wholesale price ................................................. 7. 71

Next increase:
Cost ...................................................................... 1.80
Duty (55 per cent of new selling price, $7.71) ............................... 4. 24

Cost plus duty ...................................................... 6.04
Gross profit, one-third of $6.04 .............................................. 2.01

New wholesale price ................................................. . 05

Next increase:
Cost ..................................................... 1.80
Duty (55 per cent of new selling price, $8.05) ............................... 4.43

Coat plus duty .... ..................................... 6.23
Gross profit, one-third of $6.23.....................................2.08

New wholesale price ................................................. 8.31

Next increase:
Cost .... ................................................. 1.80
Duty (65 per cent of new selling price, $8.31)........................... 4.567

Cost plus duty .............................................. 6.37
Gr6s profit, one-third of $6.37 ..................................... 2.12

New wholesale price ................................................. 8.49
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Next increase:
Cost ...................................................................... $1.80
Duty (55 per cent of new selling price, $8.49) ............................... 4.67

Cost plus duty ....................................................... 6.47
Gross profit, one-thiid of $6.47 .............................................. 2.16

New wholesale price ................................................. 8.63

Nextincrease:
Cost ...................................................................... 1.80
Duty (55 per cent of now selling price, $8.63) ............................... 4.75

Cost plus duty ....................................................... 6. 55
Gross profit, one-third of $6.55 .............................................. 2.18

New wholesale price ................................................. 8.73

Next increase:
Cost ............................. 1 ........................................ 1.80
Duty (55 per cent of new selling price, $8.73) ............................... 4.80

Cost plus duty ....................................................... 6

Gross profit, one.third of $6.60 .............................................. 2.20

New wholesale price ................................................. 8.80

Next increase:
Cost ...................................................................... 1.80
Duty (55 per cent of new selling price, $8.80) ............................... 4.84

Cost plus duty ......................................................8. 64
Gross profit, one-thlid of $6.64 .............................................. 2.21

New wholesale price .................................................. 8. 8

Next increase:
Cost ...................................................................... 1.80
Duty (5 per cent of new selling price, $8.85) ............................... 4.87

Coet plus duty ................................................. 6.67
Gross profit, one-third of $6.67 ................................... 2.22

New wholesale price ................................................ 8. 89

Next increase:
Cost ............. ......... ............................... 1.80
Duty (55 per cent of new selling price, $8.89) ............................... 4.90

Cost plus duty. ................................. ........ 6. 70
Gross profit, one.third of $8.70".................................... : ........ 2.23

New wholesale price ................................................. & 93

Next increase:
Cost ...................................................................... 1.80
Duty (65 per cent of new selling price, $8.93) ............................... 4.91

Cost plus duty ............. ............................ 6. 71
Gross profit, one-third of $6.71 ............................................. 2.24

New wholesale price ................................................. & 95

I,!
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Next increase:
Cost ...................................................................... $1.80
Duty (55 per cent of new selling price, $8.95) ................................ 4.92

Cost plus duty .............................................. .72
Gross profit, one-thid of $.72 .............................................. 2. 24

New wholesale price ................................................. 8.96

Next increase:
Cost ...................................................................... 1.80
Duty (55 per cent of new selling price, $8.96) ............................... 4.93

Cost plus duty ................................................ 6.73
Gross profit, one-third of $6.73 ....................................... 2.24

New wholesale price ................................................. 8.97

Next increase:
Cost ...................................................................... 1.80
Duty (5 per cent of new selling price, $8.97) ............................... 4.93

cost plus futy.... ...................................... 6.73
Gross profit, one-thiid of $6.73 ................................... 2.24

New wholesale prico ................................................. 8.97
'Phe new permanent estblished selling price is $8.97. We have thus reached the

point where the duty will no longer affecthe s price and where the ultimate
effect of the duty is disclosed. In other words, the effect of the 5 per cent duty based
upon American selling price, other costs being stabilized, is to increase the necessary
American selling price of an article costing $1.80 from $3.84 to $8.97. N

It is inconceivable that an article formerly sold at wholesale in the United States
for $3.84 per dozen can be sold for $8.97 per dozen, and, therefore, importation will
be prohibited, and the American valtmion feature of the Fordney Tariff Act has
brought about, so far ea novelty Jewelry is concerned, not increased revenue for the
American Treasury, but it has completely stopped importation.

RA'8t O1 DUTY Of i"S NBW ACT COMIAlSED TO THE PRESENT DUTY.

The present rate of Auty is 60 per cent. The foregoing statement has shown that
the ultimate effect of the Fordney Act will be to charge a duty of 65 per cent of $897
or $4.93 on an article costing $1.80, an increase of ddty froni $1.08 to $4.93, from 64
per cent to 275 per cent of the foreign cost.

This statement should be sufficient to demonstrate the imp possibility of effecting
any increase in revenue through this act which will necessarily prohibit all further
importation, especially when yor consider that the American manufacturers have
requested only an increase in duty from 60 to 85 per cent.

THE GENERAL EFFECT OF THE AMERICAN VALUATION FEATURE.

We have attempted to construct a table of figures from which it can be determined
what the approximate ultimate selling price must necessarily be if the American
valuation feature of the Fordney Act goes into effect.

The purpose of this table and of the principle underlying it is twofold. First, it
makes it possible to compare the old rate of duty carried by the present act with the
rates of duty carried by ihe Fordney Tariff Act; and, second, it makes it possible to
determine the approximate necessary American selling price established to cover the
cost of the article and the duty and the cost of selling.

In the computation the Americ n selling price is computed at 100 per cent. In
the computation we have allowed the importer as a gross profit to cover freight, insur-
ance, landing charges, interest on invested capital, expenses of doing business, taxes,
allowance for loss due to the import of unsalable commodities, commercial losses,
and a fair return by way of profit of 331 per cent of the cost plus the duty. This is
equivalent to 25 per cent of the selling price. In other words if the cost plus the
dttY is 75 per cent of the selling price, 331 per cent thereof is 25 per cent of the grossselling price.
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Accordingly, from the total selling price of 100 per cent is first deducted 25 per cent

of the gross selling price to cover gross profit. The balance of 75 per cent covers the
cost f. o. b. point of purchase, plus the duty. In other words, if an article is free of
duty, an importer can afford to pay 75 per cent of the American wholesale selling price
for the article f. o. b. point .purchase, and the balance of 26 per cent of the Ameilcan
selling price will cover his additional costs and his profit, If the duty is I per cent,
there remains but 74 per cent of the American selling price which is applicable to
the.foreign cost, and for each increase in rate of duty of I per cent of the American
selling pnce there must be a corresponding decrease of I percent of that selling price
which is applicable to the foreign cost. Apply this principle to novelty Jewelry and
we have this division of the selling price: Twenty-five per cent applicable to expense
of doin4 business 55 per cent tariff, leaving 20 per cent of the American selling price
which is applicable to cost. One dollar and eighty cents, the cost of our article,
taken as an illustration, is 20 per cent of the necessary American selling price, which
would be, according to this computation, $9. In the earlier part of this memorandum
we have seen how the necessary American selling price would reach $8.97, which is
approximately $9, as shown by the table.

Similarly, the rate of duty based on the foreign cost can likewise be computed. Of
the selling price 25 per cent is gross profit 55 per cent is duty 20 per cent is left for
foreign cost; 55 is 275 per cent of 20. So that the rate of duty based on foreign cost
can be computed by comparing the percentage of selling price applicable to duty
to the percentage of selling price applicable to cost.

We have given a table baied upon gross profits of 15 per cent, 25 per cent, and 35
per cent of the wholesale selling price; which would show a distribution between
that portion of the American selling price which will be payable as duty and that
portion which can be paid for the imported article.

If we take the overhead of 25 per cent, our table would be constructed as follosvp

Teamount heamotmt' ITheamount Theamount
Where the Whece tae which can which can were the which can
i~reteofdut ' th~ rateo(dut y , reteofdut , rteofdutyth ito(p er cen t tfe rw ot

tsh~en loeg s( reent ertlde l , r~ 1s(verents thefore1i
r n . e rcen t Iedi n ( (pe r cen t !

selin ofh o w tof' wholesale soe f win lelrticl 0,. ricwhlesOf I e, sae atileIsg9

sellin selling eelngsetnprice)- price)z- prlcf)- pric)-

0 75 19 56 38 37 57 1
1 74 20 55 39 I 38 58 17
2 73 21 54 40 a 59 16
3 72 22 53 41 34 60 15
4 71 23 52 42 .33 61 14
5 70 24 51 43 32 62 13
6 69 25 50 44 31 63 12
7 68 26 9 5 64 It
8 67 27 4A 48 29 65 10
9 68 28 47 47 28 (A 9
to 65 29 46 48 27 67 8
I1 64 30 45 49 26 68 7
12 63 31 44 .54 25 69 6
13 62 32 43 51 24 70 5
14 61 33 42 52 23 71 4
15 60 34 41 53 22 72 3
1 59 1 35 40 M 21 73 2

58 38 39 S 2 74
i8 57 37 38 6 19 75 0

Where the rate of duty is 75 per cent, the article can no longer be imported because
the duty of 75 per cent plus the gross profit required of 25 per cent absorbs ihe entire
selling price and leaves no portion thereof applicable for payment to the foreign
manufacturer.

Taking this table, let us see what the article costing $1.80 could be sold for.
Turning to that part of the table which gives a rate of duty of 55 per cent, we se

that there is left to be applicable to the cost of the commodity 20 per cent of the total
American selling price, so that $1.80 is at the maximum 20 per cent of the Ameri-
can selling price. One dollar and eighty cents is 20 per cent of $9, from
which it would foow that an article of which the American selling price was $9,
could cost the importer no more than $1.80, and the wholesale price would tIe five
times the foreign cost of the article, whereas, at the present time, the selling price
based upon the same calculation would be $3.84. It is unnecessary to argue that
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upon this calculation, and with this price of $9 wholesale, the article which was
formerly sold for $3.84 could not posibly be sold.

In the same manner, the duty of 55 per cent of the American selling price is 275
per cent of the foreign cost of 20 per cent of the selling price. This same calculation
can be reached from the table for any rate of duty.

We have constructed additional tables because the committee may feel that an
overhead of 25 per cent is too much, or would prove to be too much when the tariff
loading is considered. Accordingly, the table bas been constructed with only a 15
per cent allowance of gross profit, which in no event can be considered exces-
sive. Based upon an overheadof 16per cent of the sellingprice we find that there is
applicable for the cost of the commodity, 30 per cent of the Ameican wholesale selling
price. One dollar and eighty cents is 30 per cent of $6, so that an article costing $1.80
could be sold in the United States for not less than $6 as against the present selling
priceof $3.84.

Referring to the 15 per cent table again, if the duty Is 55 per cent, an article which
cost $30 . o. b. point of purchase, must be sold in the United States for $100 and the
duty will be $56 on a foreign codt of $30, or 183 per cent of the foreign cost compared
to 60 per cent under the present act. In the same way, for each rate of duty, there
can be determined the approximate American selling price of the article, and in the
same way the rate of duty based upon the foreign selling price.

If the constant overhead taken for groes profit is 15 per cent, then the duty and.the
amount payable for the imported article will be distributed as follows:

Theamount Theamount Theamountt Theamount
which can which can whire thn whic canWra th i.pld for Mhreh be paid for Whesth.ohe p~d(O fr bhe e Pmfo

I percent be poe is the is azx the fore thn
orfwhlsl (pe I tP of w~ll atel aV o ieOl a rt=e

pe. (Pee ofeneat .(0ent. selling (per cente "of wlzoealee selln )g,0 = ovoe s elling noeae .g noe

0 85 22 63 44 41 66 19
1 84 23 62 45 40 67 is
2 83 24 61 46 39 68 17
3 82 25 60 47 38 69 16
4 81 26 59 48 37 70 15
5 s0 27 58 49 36 71 14
6 79 28 57 50 35 72 13
7 78 29 ,6 51 34 73 12
8 7 30 55 5 33 74 11
9 31 54 32 75 10

10 75 32 53 54 31 76 9
11 71 33 62 55 30 77 8
12 71 34 51 56 29 78 7
13 72 33 50 57 28 79 6
14 71 36 49 58 27 80 5
15 70 37 48 59 26 81 4
16 69 3S 47 60 25 82 3
17 68 39 48 a1 24 83 2
18 67 40 45 62 23 84 1
19- 66 41 44 83 22 85 0
20 65 42 43 64 21
21 64 43 42 85 20

From this table it will be seen that when the rate of duty becomes 85 per cent, It
becomes impossible to import goods; the duty plus the overhead absorbs all of the
selling price, leaving no part of the selling price which can be appropriated for thecost of the aiticle.

220
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If 35 per cent is taken for the gross profit, then our table would be constructed gw
follows:

Theamou t Theamount heemount Theamouni
Where te which can Where tn which can
beepaidefor paid for Wherethe Ie the bel df r m Wherethe theic.conrteof dut rateolduty or to Idt rateofdut rtepdut foth~een teforexn ,rstpe ree| ls~ecn th1. ~ ni~ere~lhrr~

( tercen ortilel h tle Is n rtces s article i
O f ws eo= e o f w h o l n Sg o f w w ole s s i o f oeatl e

price)-= wl eso ifrae- of wholwea ley ( her cent f wholesale
prce-selling P sernng Selli-price)-- prc)- -price).Z.- price)-

0 65 17 48 34 31 50 is

2 63 19 46 36 29 52 13
3 62 20 45 37 28 83 12
4 61 21 44 38 27 115 60 22 43 39 26 6 to

6 9 23 42 40 25 so 9
7 58 24 41 41 24 68 20 40 42 23 68 29 s 6 39 43 22 9 6

38 44 21 60

11 M 28 37 45 20 61 4
12 38 48 19 62 3

30 3 47 18 63 214 51 31 34 48 17 64 1
15 350 33 49 16 65 a

"16 49 33 32

Where the rate of duty is 6.5 per cent, the article can no longer be imported.

EFFECT OF FORDNEY TART? ACT.

It can be Feen from an inspection of these tables what the effect of the Foidney
Tariff Act will be upon any importation. It multiplies the cost to such an extent that
the importation of any article bearing a substantial rate of duty will be imposjble.
The association believes that consideration of tables of this sort will demonstrate the
futility of expecting that there will be any substantial importation of any articles
carry ig a substantial rate of duty.

It is submitted, therefore, that either the American valuation feature should be
abandoned, or in the alternative, that the rate of duty based upon the American
selling price should be reduced to a point where the duty bears approximately the
same proportion of the foreign cost as is borne by the present act.

Respectfully submitted.
Lippman, Spier & Hahn; D. Lisner & Co.; Cohen & Rosenbe er; Sam-

stag& Hilder Bros.; A. Steinhardt & Bro.; Ben Flesenthal & CO. (Inc.);
Royal Jewelry Manufacturine Co.; Win. E. Flory & Co.; Fred & Ben
Lewenthal Co.; M. Guggenheirm (Inc.) W Relchart & C0 Emerich &
Schorsch; Jules Schwab& Co.; L. MenAelson & Co.; Lewyl Co.; Guth-
man, Solomons Co.; H. Wolf& Co.; L. Heller & Son (Inc.); Wertheimer,
Plehn & Levy (Inc.); F. Hoffman & Co.; A. Miltenberg & Co.; Wiener
lIroA.; Friedman Co.; M. Goldberg Sons.

'STATEMENT OF ALPHEUS WINTER REPRESENTING THE MANU-
PAOTURERS' ASSOOIATrION F BRIDGEPORT, CONN.

The CHArMMAN. Mr. Winner, you may proceed. What industry
do you represent?

Mr. WINTER. I represent the Manufacturers' Association of
Bridgeport, Conn., as general manager.

The CHAIRMAN. Are you a manufacturer yourselfI
Mr. WINTER. I am not.
The CHAIRMAN. What is your business?
Mr. WINTER. I 'am general manager of that association.
The CHAIRMAN. Proceed.

81527-22-A v- 15
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Mr. WINTE'IL. I wish to submit formally a petition, a copy of which
has been sent to each committee member, signed by 66 out of 92 of
our members.

That petition, as submitted, was placed in the hands of each of
our members for consideration, accompanied by a bulletin trans-
mitting it, copy of which I will submit. At the bottom is the authori-
zation for their names to be signed. That shows the method and
the fact that 66 out of 92 signed voluntarily. Four members opposed
it, three by telephone and one by letter-- Bullard Machine Tool Co.,
Raybestos Co., La Resista Corset Co., and Nichols Underwear Cor-
poration. I would like to read the letter to give the type.

The CHAIRMAN. All right.
Mr. WINTER. This is from the Bullard Machine Tool Co.:
Noting your circular No. 1592 relative to American valuation, we a:e not directly

interested, but from all information we can gather upon the subject we believe that
the foreign valuation is preferable to any American valuation, and we are therefore
opposed to America,. valuation.

Senator McCumBIER. The four that you say opposed-were they
importers as well as manufacturers?

Mr. WINTER. The Bullard Machine Tool Co. were not interested as
a manufacturer. The other three wore manufacturers interested
from. that viewpoint.

I want to point out that these 66 members, as will largely appear
from the names, represent a diversified interest, all kinds of manu-
facturers, and represent, I believe, a fair percentage of our State, and,
I think, of our Nation-the diversified manufacturing interests-as
to how they stand upon this question of American valuation.

As I have heard the testimony there seems to be a question largely
between the manufacturer and the importer. I want to emphasize
in that connection the worker.

Bridgeport to-day is at a very low ebb industrially. We are below
50 per cent normal. The factories have the appearance of complete
emptiness a large part of the week, because three days a week is
perhaps the average now working.

Senator WATSON. Is not that partly due to the fact that you manu-
factured war materials on a very large scale, perhaps more so than
any other city of its size in the United States, and that that has
ceased?

Mr. WINTER. Only to an extent, but that is also true. I do not
want to maintain that our wheels are not going to turn and that we
are not coming back but it is, I believe, the'fair consensus of opinion
in Bridgeport and of Bridgeport industries that American valuation'
will be helpful; that the unemployment will be in Germany and other
nations and not in Bridgeport if we can have not only American
valuation but other relief. We are not pessimists. We believe we
are going to continue business, but we would rather have the unem-
ployment on the other side of the water than in Bridgeport, and that
is one of the steps that we believe would help, if we could get a good
stable valuation in this country.

Senator McCuDER. You believe it would stabilize the valuation?
Mr. WINTER. We believe so.

222



I

AMEIUCAN VALUATION. 223

In that connection I think that a classification should be accom-
plished somewhat similar to that, say, of the official classification of
the railroads. That is, a valuation committee could fix a price, a
fair representative price that would be close enough for rough justice,
so that every manufacturer and every importer would know wihat he
was going to pay on the article imported.

Senator McCueIBm. That is, that the Government itself should
proclaim the price for a definite period ahead?

Mr. WINTER. Until changed by a supplement or reissue similar to
the railroads. The Official Classification is not a bulky thing. It is
perhaps twice as big as that [illustrating], and yet it contains prac-
tically everything that is imported to-day, because all imports move
over our railroads. A stable American price could be set opposite
the articles-perhaps not in every instance. Perhaps appraisers are
necessary in certain cases, but it could be done and, I believe, more
easily than we could go abroad and ascertain the prices there in the
various nations with the various and different financial arrangements.

I thank you, gentlemen.
(The papers referred to are as follows:)

PETITION.

We, the undersigned members of the Manufacturers' Association of Bridgeport
Conn., respectfully petition that American valuation be adopted for levying ad
valorem import duties for the reasons hereinafter set forth.

First.. The existing foreign valuation basis has always been a prolific cause of inu
accuracies.

These unintentional inaccuracies result in discriminatory situations which can be
eliminated to a considerable extent by adoption of an American valuation basis.

Second. The existing foreign valuation basis has subjected imported duties to gross
manipulation.

These intentional frauds result in loss of revenue to the United States and unfair
competition which the American valuation method would materially reduce.

Third. The existing foreign v.aluaticn basis results in unequal import duties on
like goods.

Under the present abnormal and fluctuating foreign exchange the only practical
method for iniposing equal customs duties upon like articles is by the application of
an American valuation.

Fourth. The existing foreign valuation basis forces this Government to violate its
obligation to admit the goods of certain friendly countries on equal terms.

The present chaotic.condition in exchange values means that the same article
from England, France, and Germany would not be assesed a like import tax, meas-
ured in dollars and cents.

Fifth. The existing foreign valuation basis make the United States, with its eco.
nomic stability, the natural dumping ground for the products of foreign countries
having depreciatbd currencies.

Appillation of American valuation would to a large degree wipe out the present
customs duty inequalities by requiring like imports to pay the same dollars and cents
tax.

Sixth. The existing foreign valuation basis emphasizes the present discrepancies,
in cases like Germany, where industry is subsidized by the Government.

In this case a percentage ad valorem tax based on foreign values falls even farther
short of effecting reasonable equality, a situation that could be vastly improved by
the adoption of American valuation.

Finally, continuation of the existing foreign valuation bads means not merely
the depression of all, but the absolute extermination of certain industries.

Ameiican valuation is at present an essential measure for self.preservation; without
it the factories of our city, State and Nation will become a sacrifice to foreign com-
petitors, and a nonproducing ciass. Furthermore, an Inestimable number of our
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citizens both employers and employed, will suffer the hardships which necesarily
follow tie partial or complete stoppage of the wheels of industry.

Respectfully submitted.
Acme Shear Co., D. C. Wheeler, president; Aluminum Manufacturers

(Inc.), S. K. Becker, works manager; American & British Manufac-
tu Co., J. C. Stanley, president; American Chain Co., W. B.
Lahar, president; American Fabrics Co., H. A. Phillips, general
manager; American Tube & Stamping Co.,. E. 0. Mayo, president;
Max Ars Machine Co., J. F. Brenzinger, general manager; Anderson
Die & Machine Co., N. H. Anderson, general manager; Automatic
Machine Co. Norman Leeds, treaurer; Baird Machine Co., C. L.
Warner president; The Bassick Co., W. R. Bassick, general manager;
Bilton ifachine Tool Co., . E. Bilton, president Black Rock Manu-
facturing Co., 0. L. Jiammond, prudent; Brd eport Brass Co.,
0. P. Miller, treasurer; Bridgeport Chain Co., C. W. Pinches treas-
urer; Bridgeport Coach Lace Co., H. B. Naramore, secretary; bridge.
port Cutter Works H. F. Noyes, president; Bridgeport Deox. Bronze
& Metal Co., R. 1). Whipple, president; Bridgeport Die & Machine
Co., J. W. Ogden, president; Bridgeprt Hardware Manufacturing
Corporation, W. F. Hobbs, president; Bridgeport Metal Goods Manu-
facturing Co., A. S. Lyhne, president; Bidgepo Motor Co. (Inc.),
1. H. Brautieam, secretary; indgeport Piston ingCo., W. J. Perry,
president; Bridgeport Rolling Mills (Inc) A. C. Raffiuf, treasurer;
Bridgeport Safety Emery Wheel Co., A. 7_ Kean treasurer; Bridge-
port Screw Co.,R. 0. Farrell, president; Bryant Electric Co., G. W.
Goodridge, works manager; Canfield Rubber Co., 0. F. Holcomb,
president; The E. W. Carpenter Manufacturing Co., E. W. Carpenter,
preident; Challenge Cutlery Corporation, W. E. Primrose, treasurer;
Cornecticut Electric Co., A. H. Trumbull, president; Cornwall &
Patterson Manufacturing Co., J. T. Patterson, president; Curtis &
Curtis, L. B. Curtis, president; Feeney Tool Co., 3. M. Feeney,
president; General Electric Co., W. S. Clark, general manager;
Handy & Harman, 0. 0. Gerrish, works manager; Heppenstall Forge
CO1. 0. S. Lindsay. treasurer; Housatonic Machine & Tool Co., 3. W.
Weir, president; Harvey Hubbell (Inc.), 0. S. Ifadley, secretary;
International Silver Co., J. G. Ludlum, general manager; res Manti-
facturing Corporation, If. C. Ives, president; Jenkins Bros., C. V.
Barrington, general manager; Jennings Bros. Manufacturing Co
E. A. Jennings, secretary; Locomobile Co., E. L. Larson, general
manager; Manning, Maxwell & Moore (Inc.), 0. H. Graesser, works
manager; Manufacturers' Iron Foundry, F. R. Carstensen, treasurer;
The W. S. Mills Co., W. S. Mills, treasurer; Monumental Bronze
Co, R M Sperry, general manager; The A. If. Nilson Machine Co.,
A. . Nilson, president; N. Palmer & Co., F. 0. Clark, president;
Parrott Varnish Co., Harry Iludler, secretary; Pequonnock Foundry,
G. E. Kirsten, president; The Porcupine Co., 3. K. Williamson,
president; Remington Typewriter Co., C. W. Berry, works manager;
Salt. Textile Manufacturing Co., Frederick Rhodes, treasurer; F. C.
Sanford Manufacturing Co., F. 0. Sanford, president; Siemon Hard
Rubber Corporation, 0. F. Siemon, president; The Sprague Meter
Co., W. P. Hutchinson, general manager; Springfield Manufacturing
Co., H. F. Brandes president; Spring Perch Co. J. C. Hawley,
treasurer; Standard doupler Co., 0.11. Wood, general superintendent;
Stanley Rule & Level Co., 0. E. Zink, general manager; Tait &
Sons Paper Co., W. 0. Prior, secretary; The T. P. Taylor Co., F. M.
Hammond, president; White Manufacturing Co., 0. 0. Matthews,
general manager; Wolverine Motor Works, L. I. Snyder, treasurer.

JBULLSTJN 0F THE MANUYACoURR8' ASSOCIATION Oi TH. CiTY OP BRIDGEPORT,
CONN. (INC.).

AM4ERICAN VALUATION.
INO. 1963. JtuiN 3,1921.

Important: Please act on this matter immediately or pass it on for the attention of
the proper official. Do not lay it aside or allow it to be filed away.

President Harding, Secretary Hoover, the Chamber of Commerce of the United
States, the Manufacturers' Association of Connecticut, and practically aU industrial
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organizations and plants favor witi unusual unanimity the American valuation basis
for levying ad valorem import duties.

The call has gone from coast to coast for every organization to do its bit toward
impressing upon congress s the fact that the manufacturing interests of the entire
Nation demand the adoption of American valuation.

In order that this association may take a concise and united stand in reference to
this question, each member in favor of American valuation is urged to sign and return
to this office the attached authorization on or before Wednesday, June 8.

,kLPJJEUS WINTER, General Manager.

A AUTHORIZATION.

ALPiiEUS |INTER,
General Manager Manufacturers' Association.

You are hereby authorized to affix the signature of this company as it appears below
to the proposed petition covering American valuation, for presentation to the mem-
bers of the appropriate congressional commit tees.

STATEMENT OF FREDERICK B. WILCOX, SECRETARY AND TREAS-
URER, AMERICAN TEXTILE CO., PAWTUCKET, B. I.

Mr. WILCOX. The American Textile Co., Pawtucket, I. I., which
we represent, manufactures laces, veils, net, and kindred fabrics on
Levers machines. We favor American valuation, with rates on raw
material and finished goods in proportion.

Our plant employs about 450 and is the largest plant in the United
States making laces of the character previously referred to. The
value of our production in 1919 was in excess of 8900,000 as com-
pared with $6,608,000 total production of Levers laces as reported in
1919 to the Census Bureau.

Senator WATso.N-. That is the whole production?
Mr. WILCOX. In this country-in the Unitbd States.
Senator WATSON. That is, you manufacture $900,000 worth of the

$6,000,000 in the United States?
Mr. WILCOX. That is right, sir.
In order to place before the committee a typical case covering the

most staple article of manufacture in the lace business, we have
attached Exhibit A, showing three samples of val lace which are
imported and sold in this country after the payment of all duties
under the present emergency tariff, at a price with which it is impos-
sible for us to compete. To show the importance of the manufacture
and sale of val laces by domestic manufacturers, would say that not
less than 40 per cent of the sale of laces on Levers, should, under
normal conditions, be obtained from the sale of the laces of this
character.
. Nos. 10989, 22373, and 22370 are of foreign manufacture and priced

at 20 cents, 30 cents, and 30 cents per dozen yards, respectively, this
being the selling price in the New York market at the present time,
as confirmed by Exhibits B and C. Nos. 22373 and 22370 are a
hiuch better quality than are numbers of our manufacture. Nos.
9802 and 9807, which appear also on Exhibit A, and these sold foi
32 cents, show no profit to the American Textile Co., this being the
bare cost, included in this cost the selling expenses, but no charge
for depreciation of the plant, machinery, etc. We wish to particu-
larly emphasize the fact that No. 01989, priced at 20 cents, is either
greatly undervalued on a proportionate basis of size or else the other
two foreign numbers (22370 and 22373) are greatly overvalued from

226



TARIFF HEARINGS.

the standpoint of the foreign selling price. In either event it is
impossible for domestic manufacturers to compete with a variation
of prices running from 10 to 30 per cent as compared with goods
landed in this country with all duties paid. We can supply the
committee with hundreds of similar cases if it is the desire of the
committee to have such statistical data on file.

Senator WATSON. Could you not sufficiently protect your product
by a rate high enough? Why do you have to have American
valuation?

Mr. WILCOX. Because that is the fairest basis we can go on. The
great trouble in the past has been the undervaluation. With the
importers themselves, when we tried to sell laces in years past, it
has openly been a joke with them that most laces were definitely
undervalued when they came into this country.

Senator DILLINOGIAM. Do you think most of them were under-
valued?

Mr. WILCOX. I would not, say most. I think many of them were
undervalued at the custoinhouses.

Senator DILLINUHAM. What proportion of them would you say
were undervalued?

Mr. WILCOX. I do not think anybody in the world could give an
intelligent opinion as to that.

Senator DiLLIOH[AB. But you have some information on the
subject.

Mr. WILcoX. We know this, that on the val laces, which constitute
from 40 to 50 per cent of the lace made on the Levers machine, it is
impossible to compete with foreign prices.

Senator WATSON. Do those come mostly from Switzerland?
Mr. WILCOX. Mostly from France. Of course the exchange situa-

tion is a factor there, but it has always been so under normal exchange
conditions since the Aldrich bill was changed to the Underwood bill.

Senator DILLINOHAM. How does the price at which they have beensold in this country compare with your production cost?
Mr. WiLcox. The price at which they have been sold in this country

is generally from 10 to 25 per cent less than our production cost; that
is about the way it would figure in these exhibits that I am filing
with the committee.

In connection with the argument frequently advanced that it would
be impossible for the customs department to obtain the American
valuation of goods landed in this country, would say that the customs
department has been valuing for years the cotton yarns imported by
this company, which yarns are made exclusively in England, there
being no American manufacturers of this product in the liner counts,
which in some cases are used by us.

We have also included in Exhibit D the actual duty paid by us
under the present tariff on purchases of yarn made during the past
two years to show the wide fluctuation of such duty payments
because of the difference in price as between the date of purchase
of the yarns and the date of the invoices. As compared with the
duty under the present tariff of 2 21 per cent to 27J per cent, the duty
actually paid by the American Textile Co. has ranged from 11 per
cent to 58J per cent, because of the fluctuation in prices and exchange
rates during the last two years. (See Exhibit C.) We believe that
such fluctuations are inevitable during such a period and that they
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would be no greater under the American valuation plan. As a matter
of fact, under the American valuation plan, the importer who purchases
goods abroad should certainly be as well assured of the cost landed
in this country as has been the case during the last two to five years,
as the importers have been subjected to the same fluctuations that
we have in landing importations.

The lace industry has suffered for many years from undervaluation
of imported laces and to such an extent that without American
valuation, we believe the lace industry is doomed in this country.
The American Textile Co. has a capital investment of $700,000 and
in only one year of the last 7 years has it earned an operating profit,
notwithstanding the most rigid economy in all departments of its
business. (See Exhibit E.) The president and treasurer have
served for many years without salary or any compensation whatever,
and the board of directors have also for many years given their
services to the company as required without compensation, even as
represented by a nominal director's fee.

During the last five years, three lace manufacturers in Rhode
Island have gone out of business as a result of the general conditions
affecting the industry, and one other company has recently been
reorganized with a very large loss to the original investors in the
enterprise.

Are there any questions?
The CHAIRMAN. How much of an increase in duty do you need on

the basis of the American valuation?
Mr. WiLcox. We feel that on the basis of the former duty, the

same duty should be placed on lace in the new bill as was placed
upon it in the old bill, with the American valuation plan both for
yarn and lace; that is, the duty on imported yarn, wiich is freely
used by the lace manufacturers, has not been reduced. It remains
the same. We feel that the duty on lace should remain the same as
in the old act, substituting the American valuation.

Senator WATSON. The present law?
Mr. WILCOX. Yes, sir; substituting the American valuation for the

foreign valuation.
Senator McCUInEa. You want an increased duty, in effect?
Mr. WILCOX. Yes, sir.
The CRAIIJtMAN. What increase would it be over the Payne-Aldrich

rate?
Mr. Wxrmcox. The Fordney bill as passed by the House increases

the duty about 10 per cent I should say over the Payne-Aldrich rate.
The present rate of duty on the basis of American valuation would
probably show an increase of about 80 per cent over the Payne-
Aldrich rate. The lace manufacturers on the basis of American
valuation would of course be obliged to pay much higher prices for
imported yarn than under the Payne-Aldrich act.

(The exhibits referred to are as follows:)

EXHWIBT B.
NEW YORK, July 25, 1921.AMEPXOAW TEXILE Co.,

Pawtuket, R. I.
GENT zuEN: The most staple set of vals in our line, as you know, is the gooseneck

set, our No. 9807 set. At the prices at which we have this set marked to-day it is
simply impossible to sell it on account of the EuroDean competition. Inclosed
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please find a sample of a double gooseneck, No. 010989, being sold in small quantities
in the market by Hyman Bauman & Co., 115 Fifth Avenue, at 20 cents per dozen,
regular terms, 7/10/80 extra. One of their salesmen stated to a customer to-day if
they would buy a quantity, they could give them a lower price even than 20 cents a
dozen. You can readily see that we are up against It, as in my opinion our machines
will not be able to start again on vale as it is simply out of the question to try and do
any business with this line. No doubt I will have othersamples to send you of goose-
neck vats showing that all the importers can undersell us.

Inclosed please also find a much finer set than ours, Nos. 22373 and 22370, at 30
cents per dozen, regular terms, being sold in the market by Goodman & Dessauer.
It any customer wanted to buy a quantity from them no doubt they can sell it cheaper.

Regret exceedingly that conditions are such that we can not possibly sell any vals
for you, but as I have submitted so many times samples showing how cheaply im-
porters can sell vals and still make a profit, I am sure you understand it.

Yours, truly, AmERICAN TEXTILE CO.

E. A. FREEIAN.

ExHIBIr C.

Sample 010989. Offered by Ifyman Bauman & Co., 115 Fifth Avenue, New York
City, at 20 cents per dozen.

Analysis shows: Made of 140/2 and 90/1 yarn; 12 point machine; 16 carriage width;
16 inches to the rack quality.

Samples 22373 and 22370. Offered by Goodman & Dessauer, Eighteenth Street and
Fifth Avenue, New York City, at 30 cents per dozen.

Analysis shows: Made of 140/2 and 90/1 yarn; 12 point machine; 20 carriage width;
16 inches to the rack quality.

Both these samples are standard merchandise. Both are made o- 'he same material
and the quality is exactly the same, the only difference being the width.

It is seen that the prices are inconsistent. It the price of 22373 and 22370 is correct
and not overpriced, pattern 010989 represents undervaluation or dumping.

Compare our No. 9802 and No. 9807 standard vats, which under present conditions
figured with to-day's price on raw material and to-day's reduced labor, 9802 and
9807 can not be sold at 30 cents per dozen without loss, and patterns 22370 and 22373
are better quality than our 9802 and 7.

Pattern 010989 should be priced at not less than 16/20 or 4/5 of the selling price of
pattern 22373 (30 cents) or 24 cents per dozen.

This is not an isolated or unusual case, but merely illustrates what is happening
continually and has been going on for years to the detriment of the domestic lace
industry. This can easily be verified by any domestic manufacturer.

American valuation may not entirely remedy this condition, but it certainly wil,
go a long way toward it.

EXHIBIT D.
AMERICAN TEXTILE CO.,

Pawtucket, R. I., July 2.9, 1921.
The lace trade uses fine counttof yarn at present not manufactured in this country,

so we are compelled to import from England our so-called "bobbin yarns." We
are importers as well as manufacturers. We use approximately $200,000 worth of
imported yarns a year. The accompanying list shows the percentage of duty paid
on the various yarns which we have imported. This percentage is figured on the
price paid to the English spinner. It will be noted that the amount of duty actually
paid is 9uite different from the ad valorem rate. This is brought about by the fluc-
tuation in the prices abroad as well as the variance in exchange.

Paid on Pad on
Count. Duty. purcha Count. Duty. pufrbae

price. price.

Percent. Per c4nt. Per cent. Percent.
go .................. 2 33 1 ........... ... .1 19

2................ 25 11 -2
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Cost per pound of yarnsfrom Europefor American Textile Co.

Date of order. Date of invoice. Count.

Mar.6, 191 ............. Ja.18, 1919 ........... 16W2
June27 1919 ........... Oct. 9, 1919 ............ 90/I
July I, N19 ............. .... do ................ 140/2

Do .............. Oct.28, 1919 ........... 14"
June.27,1919 ........ .... do .................

Do ...................... .do ................. 9 /I
Aug I 1919 ............. do ................. 142
IMe 27,1919 ...... . Jan. 2,1920 ........... . 90/
Aug. 1, 1919 ...... ...... do ................. 14012

Do.................. Jan. 8,1920 ............ 140/2
Do ............. I lau.9,1920 ............ 1402

Nov. 14, 1919 ............ do ................. 140/2
Aug. 1, 1919 ............Jan. 19, 1920 ........... 140/2
Nov. 14, 1919 ......... Feb 5 1W0 ........... 140?2
Oct. 14,1919 ........ Feb. , ........... 140
Jan. 1, 1920 .............. Feb. 2,1920........... 14

Do ............... Mar. 10, 1920.......... 1402
Do .............. Mar. 24, 1920 .......... 140(
Do ............... May u, 1920............ 14(V2

Jan 2 1920 Aug. 9, 1920........... 91"
Nov. fg, 1919::. ... ..... do..................16IS
Jan. 2 1920 ........... . 22,1920 ........... 92

Nov.~ ~ ~ ~ ~~~~t fIW ::* Dc2,IM......... 10
Nov 19, 1919 ............. 23,1............... 19/

Do. ............ Jan. 18, 1921.......... 92
Do ............ an.24,1921 .......... 160/2
Do................. ..... do ............... 16W2
Do..................Jan.31,1921 ........... 98/2
Do .................. Feb. 9,1921 ........... 160/2
Do ................... Feb. 28, 1 1........... 1602
Do .................. Mar.1, 1921 ........... 160/2
Do .............. Ar. 4,1921 ........... 160/2
Do .............. May 9 1921 ............. 160/2

Sept. 4,1918 ......... .Nov. Y2, 1918 ........... 160/2
Do I...... Dec. 13, 1919 .......... ICAI

Sept. 4, 1918... ...... an.31, 1919 ........... 16,W

May 10, 1919 ............ June 5, 1919 ........... 0Iva
Do .................. Jtne 25,1919 .......... 1402

July 9, 1919 ............ July 17 1919 . . 14
1 7'

Aug. 12, 1919 ............ Sept. 11, 1919 ...... 1I
July, 1919 ........... ..... do ......... 7

Aug. 12 1919 Oct. 10,1919 1
July ., 1919.. .....do .............
Aug. 12 1919 . .- Oct. 27, 1919 ........ I
July , 1 919 .... ..... do ............. 7
Aug. 12, 1919 ............ Dec. 3, 1919 ......... 6
July 8, 1919 .......... . .... do .........
Aug. 12, 1919 ......... Jan. 16,1920 . I
Oct. 16 1919 ..... ..... do .... 7
A g. 1 ,1919 .......... Feb. 9,1920 .
Oct. 16 1919 .... ..... do ................. 7
A ug. 1 ,191 9 ...... .. M ar. 1,1920 ...........
Oct. 18, 1919 ............ ..... do. .. 7
Dec.31,1919 ............ Apr. 15,192 .......... I
Oct. 16, 1919 ............. do ................. 7
Dec. 31,1919......... May 10, 190 ........... I
Oct. 16, 1919 ...... ......... do ................. 7

Do .............. June 14, 1920 ........ 7
Dec. 31, 1919 ...... ..... do 1
Oct. 16, 119 .......... July7,1920 7
Dec. 31, 1919 ....... ..... do ......... I 1
Dec. 24,1919 .......... Aug.20, I .. . 7

0/1

IV2

0/1

0/2
W/2
Olt
OV2

0/1

I

Price
per pound

paidspinner.

t2.212.39
2.21
2.21
2.392.39
2.21
2.40
2.23
2.23
2.16
2.92
2.18
3.02
3.02
&51
3.51
3.48
3.11
2.95
3.11
2.95
&11
3.11
2.95
3.87
3.11
3.83
3.83

3.83
2.84
2.84

3.07
2.13
2.12
2.33
2.03
1.87
3.02
1. 8m
3.02
1.85
3.02
1. bs
3.022.1I0
3.04
2.17
303
2.16
3.04
2.173,04
2.17
3.78
1.98
1.98
3.'/8
1.98
3.78
307

Dutyper
pound.

183
.79
.85
.93
.87
.80
.85
.88
.95
.75
.69
.69
.72
.68
.76

1.24

.96
1.27
..31

.77

.41

.77

.34

.34

.75

.75

.34

.75

.77

.77

.77 i

.85

.No

.65'
.64 1
.79

57
:97

? 75

:5
1.0

.571

.49

.76

.43

. KI
.53

.53
1. 7$
.79

.93
1.61
1.96~
1.6
1.96
.33

, Cost do not Includo freight, consular fees, cost of spools and cases, cartage, customs entry, and clearance
services.

229

Percent
invoice Cost

value paid pound.r
for duty.

321 $3.38
33 3.18
381 30
42 3.14
386 3.26
33 3.19
38 &06
361 &28
42 & 18331 2."8
32 z 85
231 3.61
313 288
22 3.70
25 3.78
33 4.75
24 4.36

C. 75
11 &45
S 3.72

11 3.45
11 .45

19) 4.60
11 3.45

20 I4.60

20 4.60

T2 4.68V 3&642SI &6
327O301 2.77

2 2.97

.09 2.42

33 4.02:01 2.42
191 2.60
271 3.86
32 & 99

241 2.69

331 4.02
3 2.42

48 2.93

2 2.74
41 .42
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EXHIBIT E.

American Teztile Co. operating results.

[NoT.-Operatbng defleltsiIn itale.]

Gross Operating iGross Operating
sales. profits. sales. profits.

1913 ...................... S5 O.so 5K8.68 1917................ $W M ,

1914 ................. 639, 994.17 1l8,f6.) 1918 .................. 716,224.17 ..
1915 ................. 41,73M48! 3.184.I 1019 . .. ......... 134, 832.97 101,671.39
191............ ....... 81,852.92 7,019.78 1920. ............... 32.... &8,8&".

The CHAIRMAN. IS there any gentleman present who has been
overlooked and not been given an opportunity to be heard?

(No response.)
The committee Will adjourn for the day, as the list of those who

desire to be heard has been exhausted. e will resume to-morrow
with the gentlemen who were to be notified to appear to-morrow,
and with every prospect of closing the hearings on valuation and
proceeding on Wednesday to the hearings on the embargo, which
will close the open hearings, for the present, as already announced,
until the committee can meet in executive session and consider the
questions involved in valuation and embargo.

The witnesses are excused and the room vill be cleared for the use
of the committee.

(Whereupon, at 12.30 o'clock p. m., tle committee adjourned
until to-morrow, Tuesday, August 2, 1921, at 10.30 o'clock a. in.)

Tuesday, August 2, 1921.

The committee met, pursuant to adjournment, in room 312,
Senate Office Building, at 10.30 o'clock a. m., lion. Boies Penrose
presiding.

Present: Senators Penrose (chairman), Snoot, McCumber, Dilling-
ham, Watson, McLean, Curtis, Simmons, and Walsh.

The C AIRMAN. The committee will come to order. The hearing
will be continued, and, it is hoped, will be finished to-day, on the
individual testimony relating to American valuation, so called.

The first gentleman to be heard, according to the schedule, is
Mr. H. D. Bowie. You represent Mr. J. L. Ambery, do you not?

Mr. BOWIE. I represent the American Doll Manufacturers'
Association.

The CHAIRMIAN. You are actually in the doll manufacturing busi-
ness yourself I

Mr. BowIE. Yes, sir.
The CHAIRMAN. Proceed.

STATEMENT OF H. D. BOWIE, REPRESENTING THE AMERIOAN
DOLL MANUFACTURERS' ASSOCIATION, NEW YORK, N. Y.

Mr. BowIE. The American valuation, which is the subject at
hand, with regard to dolls, is the only subject which I care to talk
about. The fact that dolls are manufactured at the present time in
only two countries outside of the United States-:Germany and
Japan-puts dolls into the class of goods and merchandise manu-
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factured only in countries of low labor costs; and under the present
method of assessment of duties it is always in favor of the country
that has the extremely low labor cost. There is no other country
at the present rate of exchange and with the present wages that
is able to compete in shipping dolls to the American market.

Previous to the war there were practically no dolls manufactured
in America. During the war we built up an industry of about
twelve to fifteen million dollars, without the competition of Germany.
It was during the war that Japan entered into the field.

In the previous hearing before the.Ways and Means Committee
the question of duty on dolls came up. The rates asked for were
far in excess of any before heard of, with the currency revision
proposition which was expected at that time to be of some help to
us, and then, when this new tariff bill was written, including the
American valuation, we for the first time saw the possibility of com-
peting with German merchandise and even with Japanese mer-
chandise.

The market value of merchandise is absolutely unobtainable in
such countries as Japan for the reason that there are no dolls of
the type imported into the United States made in Japan except for
exportation. In the so-called commercial institute in Japan Amer-
ican manufactured products collected by the Japanese consular
service are on display, with American prices, and it is from those
samples of every conceivable kind of merchandise that the Japanese
manufacture comparable merchandise and ship it to the American
market.

There are absolutely no dolls similar to the type sold in America
made in Japan for Japanese consumption. You. could travel the
whole length of Japan and you would not see them in any shop.
The market price of the doll is the invoice value. There is no home
market value of the merchandise.

Because of the fact that it has been testified here that there is keen
competition in the doll business, I brought with me two small samples
of practically comparable merchandise to show you and to quote the
domestic selling price and the present wholesale selling price in New
York of those two. I have them here in my grip.

This doll [indicating] is a doll of German manufacture, and this
indicating] is a doll of American manufacture. It was manufac-
tured during the war without competition, but at the present time
is in competition with German merchandise now coming in. This
doll was bought from a jobber in New York at 311;18 a dozen. This
doll [indicating] is the product of a doll factory in New York. The
head is the product of a pottery factory in New Jersey, and the wig
is made by a- wigmaker in New York. The total assembled doll
could be sold to the jobber or to the wholesaler in New York for about
$30 a dozen.

Senator MCCUMBER. Tbe other is sold for how much?
Mr. BowiE. $11.18.
Senator MCCUI4BER. After paying duty?
Mr. BOwIE. After paing duty It is sold by a jobber to a retailer

for resale- but this doll [indicating] will be sold by a manufacturer
to a retailer for $30 a dozen.

The CHAIRMAN. Are they of similar weight and material?
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Mr. Bowix.. The dolls are hardly exactly comparable. The German
doll is a lit#3e shorter. The head is a little larger. It would be pos-
sible to secure an exactly comparable doll to this. The German
merchandise runs up in varying ranges. The American merchan-
dise, on account of the high cost of the dies and the machines,
are made in fewer sizes. The German merchandise, being a home-
made product, they have been able to make a considerably larger and
longer range. If this doll were made in America in the same size
it would cost very little different. It is simply the weight of the
material, and the labor entering into it wouldbe exactly the same.

Senator WALSn. Are these prices the prevailing current prices, or
are they exceptional?

Mr. Uowi.. That doll [indicating] was bought from a jobber.
Senator WALSI. In the regular course of business I
Mr. Bowie. In the regular course of business, and the price quoted

is the manufacturer's regular price.-
It would be easy enough to adjust the American valuation on mer-

chandise made in this country. The fact of comparable merchandise
entering into this in most countries to my mind, would be simply
for the reason that most of the merchandise imported into this coun-
try is manufactured from samples taken from this country to the
other country for manufacture. In the case of Japan that is abso-
lutely true. A sample is taken from this country by somebody in-
terested in Japanese manufacture, and they copy the details. It
should be easy and simple with that methodof manufacture to find
articles that are comparable, as they are manufactured from an
article taken across.

There is one other point a little outside of the doll manufacture.
We have at the present time been receiving large orders for this
year's business which would be considered nothing before, but they
are quite considerable orders from Canada, due to the fact that
Canada has just placed a duty amounting to 12 cents on German
merchandise, whereas the American department stores are standing
still, or, as you have heard so often, on their way back, having bought
German merchandise.

It seems possible, according to the reports that we see in the
papers that German competition will be ruinous. For instance, the
New York Times has an article, dated July 25, headed "German in-
dustries *entering or a boom; artificially cheap labor and coal are
basis of general revival in many branches."

It goes on to say, in short:
The simple explanation of the mystery of Germany's economic revival is hard work

plus cheap raw materials, artificially cheap coal and labor, the latter conditioned by
artificially cheap bread and housing, all artificial because maintained solely by State
control through fixed maximum prices.

The Journal of Commerce and Commercial Bulletin of July 29, 1921, has a long
article on the low wae in Germany, which says, among other things:

"The current opinion that Germany (given complete fiedom to export, which does
not at present exist) could undersell the other great commercial nations is unques-
tionably correct, for, measured by their gold equivalent, Gernian wages are indeed
extraordinarily low. In May the average hourly wage of a skilled metal worker was
6.60 marks, which at present dollar exchange is about 10 cents gold."

I simply quote those extracts to show the comparison with the
wages in America in the doll factories to-day. Last year the average
wage paid in New York State for factory labor I understand was
about $25. We were paying an average wage to our workers last
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year of $27. That included both men and women, with a percentage
slightly in f.vor of the women. The workers in the pressroom who
make these dolls make an average of $40. There are at present in
Now York City over 2,000 people who were formerly employed in doll
manufacturing out of work.

Senator SMOOT. You refer to the wage per weekI
Mr. Bowie. Yes, sir. There is only one factory working in New

York, which happens to be our own, and we are operating on one-
quarter time. The other three so-called large factories have been
dosed tight since practically the first of the year.

Senator IVALsq. Whrt is the high-water mark of activity in this
industry during the year ?

Mr. iowiE. During the war the demand for goods in this country
made the buying season compare with the former import buying
season. In January, February, and March we secured our orders and
started to manufacture against orders in hand. I might say that for
the past four years that condition prevailed, and we always had
something to look forward to. This year, in January, February,
March, atid April, our sales were about one-tenth of what they were
in the previous year, and as we went on manufacturing we have in
stock about three times as much goods as we have sold.

Senator WALSH. That would indicate that the wholesalers and
retailers are holding back their orders?

Mr. BowIE. The wholesalers and retailers have gone abroad and
placed a certain amount of business abroad and are either waiting for
that merchandise and not intending to place orders with us, or they
anticipate lower prices in this country.

I suppose that we-are in the same fix as every other manufacturer.
There is very little buying.

It is within the province, I think, of this committee to make a
drastic change in tariff legislation, such as American valuation, and
that will immediately start this country on a buying basis, because if
this American valuation goes through nearly everybody will know
exactly what the merchandise is going to cost, and we will at least
start in. We need some very drasticlegislation of this type, which
would overthrow the customs service work for the past hundred
years and put them on an entirely new basis.

Senator W rsi_. Prior to the war can you state what percentage of
the dolls sol in this country were imported?

Mr. BowiE. Previous to the war I think there were abotit 82,000,000
worth of dolls imported.

Senator WALsu. What was the value of the product made in
AmericaI

Mr. BowiE. The product made in America at that time, I think
in 1914, was around three-quarters of a milion dollars. During the
war that business grew to about $12,000,000, due to the fact that
there were about 125 to 130 manufacturers who entered the field.

Senator WALSI. So that the consumption, so to speak, of dolls
during the war increased from three-quarters of a million to twelve
millions?

Mr. BowIE. Previous to the war we had very little export business.
Two years ago we sold over $100,000 worth of goods in South America.
At the present time we can not sell a dollar's worth of goods in South
America.
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Senator S1bOOT. The prices were a great deal higher, too.
Mr. BowiE. It would represent quite a decline in prices, this year.
Senator WALsH. Those are very startling figures; do you not think

so, gentlemen, that this industry should increase during the war from
three-quarters of a million dollars to twelve million dollarsI

Mr.Iow0IE. That was due primarily to the fact that there was an
effort to sell the dolls in this country due to the possibility of being
able to put dolls in places where they had never reached before, but
other countries can come back and get into the fields we have opened.

I just want to say one thing more about the value of the merchan-
dise abroad with the idea of the buyer of the merchandise in view.

I had the pleasure of going abroad and buying merchandise.
When a man goes abroad to buy merchandise he has one thing in
view-he goes to buy and to compete with the merchandise manu-
factured in America. He knows the value of the merchandise before
he goes abroad. If he knows the duty is 10, 20, or 30 per cent, he
knows exactly, when he goes abroad, how much less he has to pay in
order to compete. It seems only natural that the buyers should go to
the nation where they know that the labor costs are low, where mer-
chandise can be produced 75 per cent cheaper than it can be produced
in this country. When the merchandise comes into this country
this country collects a duty of 25 per cent of the real value of the
merchandise.

There is another feature, that merchandise coming into, this
country to-day is coming in at prices ridiculously low. There have
been prices quoted in these various hearings that it seems almost
impossible that merchandise could be made for; and that merchandise
is not always comparable, as I am frank to admit has been brought
out. It is to a certain extent camouflaged merchandise.

If the American valuation should be adopted and you place a
duty on an article that that is supposed to represent--and they claim
that it is the same in material, looks, fabric, and everything-there
would be more value in the merchandise than we are getting from the
other side, because it would hardly pay a man to buy an article for 5
cents if he knew he was going to pay 25 cents duty on it. The flood
of cheap merchandise, which, to a certain extent, is the curse of this
country, would be stopped more by this American valuation than by
assessing any amount of duty that could be put on, because it would
bring the merchandise up to the standard of good merchandise.

The CHAxRMAx. The next gentleman to be heard is Mr. H. C. Ives.

STATEMENT OF H. 0. LIVES REPRESENTING THE TOY MANUFAO-
TURERSOF THE UNITED STATES OP AMEIr4A (INC.), NEWYORK,
N.Y.

The CHAIRMAN. You appear for Mr. F. D. Dodge, do you not,
Mr. IvesI

Mr. IvEs. Yes, sir; I appear for Mr. Dodge and for the Toy Manu-
facturers of the United States of America. I am also a manufacturer
in Bridgeport, Conn., and head of the Ives ManufacturingCorporation.

The HAIRMAN. You are a toy manufacturer yourselfI
Mr. IvEs. I am, air.
The CHAIRMAN. Will you otate briefly your viewsI
Mr. IvEs. Yes, sir- I will be very brief. I have a statement to

submit, and I would fike to make a few remarks in connection With it.
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. In submitting our statement on American valuation we desire to
state in the beginning that we shall discuss this question only on its
merits as the basis for assessing ad valorem duties.

The opponents of American valuation are experts on foreign invoice
values or importers.

The proponents are men who are experts on American market
values or Government officials whose duties require them. to weigh
evidence.

Government experts who have spoken in favor of American valua-
tion are such men as Judge Marion De Vries, Chief Justice of the
United States Court of Customs Appeals; Hon. Herbert C. Hoover,
Secretary of Commerce; and James B. Reynolds, for five years
Assistant Secretary of the Treasury in charge of the Customs Service-
men trained to consider evidence and to determine whether a case
has been proved. These men are unanimous in their testimony that
foreign valuation has failed and that American valuation is necessary
and feasible. Those who have been for years hearing evidence on
foreign market values maintain that they are seldom accurately ob-
tainet and that instead the invoice values of individual shipments are
used as the basis for estimating duties. And still further, that those
invoice values are not in many cases true values. Sufficient evidence
has been introduced to provebeyond any reasonable doubt that great
pains has been exercised by foreign exporters to confuse or conceal
the true foreign market value.

Experts who have appeared in opposition to American valuation
are Government employees whose duties are to find value" and who,
we understand, in practice come to depend upon invoices from abroad
for their information.

Employees whose work is of this type are proverbially opposed to
change as any employer can testify.

I have just had a case of that kind in my own plant in reorganizing
the detail workers, those who have been working on detpi. These
employees objected to the reorganization scheme and did not want it.
As soon as they found out how the new scheme would work and how
the work was coming on they are the most valuable ones that we
have. I think when they come to see what this thing means you
will have a wonderful lot of workers in connection with the American
valuation plan.

The business men who are coming here to oppose this change
are either importers who are really agents of foreign manufacturers,
or merchants who import a greater or smaller volume of goods.
The opposition of the first class is easily understood-they naturally
prefer a system which in practice takes invoice values as the basis
for duties and vhich leaves the determination of the accuracy of
those values to agencies located in a foreign country surrounded by
all the difficulties that it is possible to impose.

% That is one of the evils that we feel exists at this time, and it is
hard for me, at the same time, to comprehend why the American
merchant is so much in favor of the old r6ogime. Certainly every
dollar's worth of merchandise which is imported into the -United
States and sold takes that much away from the purchasing power of
the American public.

One has only to go up through New England to see what real
depression is. The entire section of New England, where most of
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the small articles are made-notions, buttons, and everything of that
description which the import articles conflict with-is practically
dead. I am quite sure that if you should go through the mercantifio
establishments of the country to-day you would find them fairly
well stocked with Gert'an merchandise while our own plants are
lying idle..
"When it comes to the discussion of the ease of determining Ameri-

can values we feel that there is no one more competent to speak on
that point than the American business man. He certainly is quali-
fied; and as far as determining American values is concerned, he
certainly is competent to do it himself, because he has to buy American
products from all over the United States, from all points, and has
to buy them far in advance.

There is no difficulty whatever in determining American values.
The business man buys his materials on that basis, and therefore
there is no difficulty whatever in the Government's finding out
what the American values are.

Senator SIMMONS. That might be so if a particular product was
produced in the United State.4; but suppose it is not produced in
the United States, but there is some other product sold in the United
States as a sort of substitute for it of comparable value. Would
you have difficulty then?

Mr. IvFs. I would say not, sir. There is the established American
value there. That is brought down by the local competition, Ameri-
can competition, one man with the other.

Senator SIMMONs. How would you establish comparable valueI
The thing is not produced here. You want to find something that
is produced here with which you can compare it. You tell the com-
mittee that you would find no difficulty in finding that thing of com-
parable value. Why, in your judgment, should we adopt compar-
able value for the purpose of increasing the valuation if the thing is
not produced in the United States at all

Mr. IvEs. If the thing is not produced in the United States, it
would seem to be entirely up to the judgment of the customs officials.

Senator SIMMONs. What is your idea, where a thing is not pro-
duced in the United States, of forcing up its value by comparing it
with some other product? What is accomplished upon the theory
of tariff protection? What is accomplished by that? If the thing
is not produced at all in the United States why should you go about
seeking something of comparable value lor the purpose of raising
the valuation of that?

Mr. IvEs. We could not.
Senator SmMoNs. You could not under the act? Is that your

construction of it? That is not my construction of'it.
Mr. IvEs. It would seem to me that that is a matter entirely in

the discretion of the customs officials. If an article is not compara-
ble with any other article in America, they have to use their own
judgment.

Senator McCuMBE:R. If it is sold in America, they can find out the
selling price in America?

Mr. rves. They could.
Senator SIMmoNs. But there is produced in this country something

of comparable value. I think that is the language of the act. You
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think that you ought to make that the standard for the valuation of
that product I

Mr. IvES. I have a little example here. Take the duty on toys,
which, under this bill, I believe, is 10 per cent. The toy costs in
Germany $6. The American price on competing merchandise is $10.
The cost of the German article, including the duty, would be $10.
If the American manufacturer should raise the price to $12,'the
German toy would then cost $6 plus 40 per cent of $12 ($4.80), or
$10.80; $10.80 immediately gives the importer an advantage of $1.20
over the American manufacturer.

Senator SiMMoNs. In other words, if you are producing a toy and
Germany is not selling that specific toy at all, and you can find
some other toy that the children might like just as well and it would
sell just as well as that, then you value the article that you produce
just according to the value of this toy that you think is just about
as popular as your toy I

Mr. IVES. If it is comparable.
The CHAIRMAN. Are not the cases where there is nothing compa.

rable very rare?
Mr. IVEs. Quite so.
Senator SmooT. I think the bill provides for that.
Senator SIMMoNs. Then you leave it very largely to the discretioiI

of the appraiser to go out and find something comparable.
Senator SHOOT (reading):
* * * shall mean the value of the imported merchandise on said date for sale

(whether or not there shall be an actual sale), for consumption or use in the United
States in its condition, etc.

Senator SIMMOns. I am talking about finding a comparable article.
As I understand this witness and as I understand this bill the ap-
praiser would go out and look for something of comparable value.
Of course, he would be aided very largely by the producer in this
country ifi finding it, but in the last analysis you would have to rely
upbn t he judgment of the appraiser as to whether it was of compa-
rable value or not.

The CHAIRMAN. The case is so rare, as I understand it--
Senator SIMMONS. If it is so rare, there might not be any particu-

lar necessity of including it. It is only upon the theory that it occursfrequentlyThe CHAIRA. It does not occur frequently.

Senator Snisto.s (continuing). That there is any excuse for inject-
ing this very indefinite and uncertain element into this bill.

Mr. Iws. I might say for your further information that every year,
early in the season, in New York there is held what is called a toy
fair. At that fair the products of the toy manufacturers are shown.
from the big manufacturers to the small manufacturers. Every line
is represented there. Prices at that time are quoted for the year.
It is a very simple matter for an appraiser to v;sit that fair and famil-
iarize hiniself with prices. In fact, all the buyers attend that fair
before going abroad, and the foreign manufacturers get a line on what
the American manufacturer is doing at the same time. It is the
simplest matter in the world to make comparisons and get all the
data necessary.

Senator Sm~ios. Say, for instance, that you are producing a
child's horn. Suppose the Germans send in a horn that, is something
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like it and that is much more popular than yours, because probably
it is a little differently made. Do you think that you should compare
those two things in order to get the value ?

Mr. IvEs. Comparable price and quality.
Another thing that it has a tendency to do is to get the American

manufacturer up on his toes and keep him alive and keep him working,
planning and contriving to beat his foreign competitor. It also means
that the foreign competitor is going to do the same thing, which
results in better merchandise. We must be put on a parity.

Senator SiMMoNs. If you are producing enough toys in this country
for the children although the Germans may have some other toys
that are altogether different from yours, you do not want them to
come in and sell them to the fathers and mothers in this country
except at the price of having the value of their toys raised to the valde
of your toys, although they may be of a different kind or character?

Mr. IVES. There is very little chance for variation, sir. It is a mat-
ter of the ingenuity of one manufacturer compared with that of
another-

Senator McCUwBER. Is there anything imported from Germany or
elsewhere that has not its prototype in merica?

Mr. IVEs. Hardly.
Senator McLEAN. Do you not think that the rising generation of

American children can be safely brought up on American toys?
Mr. Ivs. Absolutely; and the matter of a toy is a matter of the

early education of the child. Why not bring them up on American
ideas instead of on German ideas? There is the point. Why buy
German toys for American children, or why buy Japanese toys?

Senator SiMmNs. Why not follow your argument right on and
say that America can produce anything she needs, and therefore we
do not want anything to come from abroad?

Mr. IVES. We want to do as Germany does. We want to accept
those things that we need and not accept those things that we do not
need. We could not ship a toy :nto Germany to-day, but Germany
shis them into this country.

senator SiMos. You would like to see an embargo upon every
product that is produced-

Mr. IVES. No, sir; you do not get me right.
Senator SmioNs. That is the Yogic of your proposition.
Mr. IVES. I want to see the American toy manufacturer have a

fifty-fifty break with the foreign importer. That is a good sporting
manps proposition. We do not want anything more.

Senator MCLEAN. Is there any reason whk we should give Ger-
many the benefit of the doubt?

Mr. IVES. Not to my way of thinking. I believe in America for
the Americans.

Senator SimMozs. I am perfectly willing, if you gentlemen want
to frame a tariff to protect a similar articleproduced in this country,
that you should do it; but if you want to frame a tariff which indi-
rectly would work an embargo, I am against it.

Mr. IvEs. If you will take pains sir, to look at the brief submitted
by the Toy Manufacturers of the UJnited States of America you will
find that all they ask for is a good sporting man's chance, a fifty-fifty
break. If that is not good enough for anybody, I do not know
what is.
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Senator Simtios. My own judgment about it is that this provision
is introduced for the purpose of starting out upon a scheme of em-bargo.Mr. IvEs. I never got that impression from it.

Senator SMOOT. That is the first time I have ever heard it inti-
mated.

Senator WATSON. Senator, if you did not impose a tariff that would
protect the American manufacturer from an article that is com-
parable to what is being made in this country, you might just as well
not have a tariff at all.

Senator SImmoNs. Senator, there is hardly anything in certain
lines where you can not find something that can be used as a substi-
tute for it.

Senator WATSON. That is quite true; but if you do not protect the
American manufacturer from that article that is comparable to what
he is making, you might just as well not have a tariff, because that
comparable article comes in and l)uts him out of business.

Senator SxMoNs. This provision not only purports to protect a
particular article and to further protect it by raising the valuation, but
it proposes to extend that same protection to every article that could
be used as a substitute for it.

Senator S3iooT. Not at all.
Senator WATSON. Is not that entirely right?
Senator SIMMONS. No. Put the duty directly upon the substitute,

if you want to, but not put it indirectly upon the substitute.
Senator WATSON. We will argue that out in the committee.
Mr. IvEs. I have here a statement or brief as drawn up lby the

association which I will submit. It covers the field.
The CmAIRMAN. It will be printed in the notes as a continuation of

the witness's statement.
Mr. IVE.R. I would like to have it entered as evidence, sir.
The CHAIRMAN. I want to tell all the witnesses, as I have done

heretofore, that if they will apply to the clerk ample opportunity
will be given them to correct the proof of their remarks. It is the
desire of the committee to have them as accurate as may be. It is
the fault of the gentlemen concerned if they let them get into the
permanent record in any slipshod way.

Senator WATSON. Have wages been reduced in your establishment?
Mr. IVES. Yes, sir.
Senator WATSON. How much?
Mr. IVES. I should say 10 to 12 per cent.
Senator SMOOT. What are you paying, now, on the average, for

labor?
Mr. IVES. My position is this: I have a lot of employees that have

been with me for a great many years, good, staid, steady people, and
rather than come down too severely on the wage I have called them
all in session and had a heart-to-heart talk, and imcreased production,

'which would seem to me is the more liberal way of doing, until such
time as it is absolutely necessary to go further.

Senator MOCUwMER. You have increased their efficiency?
Senator WATSOn. Pardon me. You did not answer the question.

What is the average wage?
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Mr. IVES. I am afraid that you have hit me on an embarrassing
question, because they are divided up-

The CHAIRMAN. You employ a good many women, I suppose?
Mr. IVES. The women are getting on an average of $15 to $16 a

week, which is a pretty good wage at this time. The pressmen are,
on an average, on day work, of 50 cents an hour, but they are working
on a bonus scheme which helps them out a little over that. It is a
vergood wage at this time.

e CHAIRMAN. Do you employ many children?
Mr. IVES. I can not do that.
The CHAIRMAN. You can employ them after they pass a certain

age.
Mr. IvEs. There are about adozen that have to leave at 4.20 in the

afternoon; that is, during vacation time. That is another point
where we are terribly handicapped when it comes to foreign com-
petition.

The CHAIRMAN. I know that.
Mr. IvEs. We have to go up against child labor and home labor,

all of which we can not do in our line of industry.
The CHAIRMAN. The committee realizes that and has had it pre-

sented to them.
Senator WALSH. Where is your factory located?
Mr. IvEs. In Bridgeport, Conn.
The CHAIRMAN. H-ave you anything further to say to the .com-

mitteeI
Mr. IVES. Nothing, unless you have any further questions.

BRIEF OF X. 0. LIVES, REPRESENTING THE TOY MANUFAOTURER8 OF THE UNITED
STATES OF AMRIOA (INC.).

In submitting our statement on American valuation, we desire to state in tie
beginning that we shall discuss this question only on its merits as the basis for assess-
ing ad valorem duties. We recognize that American valuation must stand or fall on
that point. That fact. of course, is familiar to members of this committee, but sD
many witnesses have seemed confused in regard to It that we feel that 'it is wise t
make our position clear at the opening of the argument.

Several witnesses have based their objections to American valuation on the ground
that they consider the rates of duty in the bill as passed by the House of Representa-
tives too high and prohibitive. Even if that were the case, such an argument does
not prove that American valuation in itself is.unreasonable and unworkable. The
rate on toys may be too low but we defer all argument on that rate until yolr committee
takes up onsidoration of that section of the tariff bill.

The opponents of American valuation are experts on foreign invoice volues or
importers.

The proponents are men who are experts on American market vol-les or Government
oflicials whose duties require them to weigh evidence.

Government experts who have spoken in favor of American valuation are such men
as Judge Marion Do Vries, Chief Justice of the United States Court of Customs Appeals,
Hon. Herbert C. Hoover, Secretary of Commerce, and James B. Reynolds, for five
years Assistant Secretary of the Treasury in charge of the cstoms service--men
trained to consider evidence and to determine whether a ease has been proved. These
men are unanimous in their testimony that foreign valuation has failed and that
American valuation is necessary and feasible. Those who have been for years hear-
ing evidence on foreign market values maintain that they are seldom accurately
obtained and that, instead the invoice values of individual shipments are used as
the basis for estimating duties. And still further, that those invoice values are not
in many cases true values. Sufficient evidence has been introduced to prove beyond
any reasonable doubt that great pains has been exercised by foreign exporters to
confuse or conceal the true foreign market value.

Experts who have appeared in opposition to American valuation are Government
employees whose duties are to find values and who, we understand, in practice come
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to depend upon invoices from abroad for their information. Has one of them been a
man who has tried in European countries or any country to got foreign market values?
Can they show that the records which they have compi ed In N ew York or other ports
contain such data as of the date of exportation of any considerable portion of the
merchandise they appraise? Reference was made before your committee to 500,000
numbers of laces on record in New York. Is any of that data, much less the bulk of it,
anything other than foreign invoice values-not market value?

Employees whose work is of this type are proverbially opposed to change as any
employer can testify. Such workers get accustomed to a certain method and their
whole temperament rebels against change. In any office in thecountry change,
such as the one proposed from foreign value to American value, would be vigorously
opposed by the routine workers and could only be put into operation if the manager or
owner, who correspond to the judicial and Traury officers of the Government, found
the need for it and insisted that the detail .workers adopt the new principle and find
the ways and means nocmary to carry it out.

The business men who are coming here to oppose this change are either importers
who are really agents of foreign manufacturers or merchants who import a greater or
smaller volume of goods. The opposition of the first class is easily understood-they
naturally prefer a system which in practice takes invoice values as the basis for duties
and which leaves the determination of the accuracy of those values to agencies located
in a foreign county surrounded by all the difficulties it is possible to impe. Further,
it is necessary to disprove the invoice value, otherwise it stands.. Itis very difficult
to secure the evidence that a court requires. Therefore the so-called caTes of under-
valuation do not measure the extent of undervaluations, because the greater bulk are
cases in which undervaluation is strongly suspected but the legal evidence can not
be obtained.

The opposition of the merchants who are dependent upon American workers for
their trade is more difficult to understand. Why should the investment in hundreds
of factories be jeopardized to save department stores from inconvenience in pricing
a small per cent of their goods and appraisers from the trouble of developing a new
system of records and new methods for finding values?

The American business men who are appearing in favor of American valuation are
men who know from long experience that taey suffer from evils.that are inherent in
foreign value as the basis for ad valorem duties. They say we know that imported
goods have repeatedly been placed on sale at prices which can only mean that the
full amount of duty was not collected. They are helple3s to assist the Government
in determining foreign value but are able and ready to place their oyn records at
the disposal of the (Iovernment, and these will prove American values adequately
and easily.

And when it comes to the discussion of the ease of determining American values,
who is more competent to speak on that pint than an American business man? Is he
not better qualified than the representative in this country of a foreign manufacturer?
Ameri(an manufacturers are finding American values every day-the success of their
business depends on it. American manufacturing is highly competitive. If a manu-
facturer should go into the market for raw materials and fail to find the true market
value, and buy accordingly, he would soon go into bankruptcy. No factory could
survive if the purchasing department did not know how to get American values and
did not buy accordingly. These manufacturers tell your committee out of the long
experience they have had that American values can be found, and they would loan
to the Government their purchasing agents or other trained men who coidd in a short
time install the system required to enable the appraisers to get results just as readily.

Objection is raised by many opponents of American valuation that the markets of
the United States are scattered, whereas the markets abroad are concentrated. Ameri-
can business men meet that situation every day when they buy materials. And their
problems are more difficult than those which would confront the appraiser, because
the markets for raw materials, to which specific duties in general are applied are
much more widely bcattered than the markets for fabricated goods, to which ad
valorem duties in general are applied. Even small and comparatively poorly organ-
ized toy factories buy lumber in New England, Texas, and Wisconsn on the same
day and they do so because they can fin and do find the American market value
of the different grades and kinds of lumber required for their products. That is
simply a typical example.

Representatives of other industries have repeatedly testified that there is one prin-
cipal market for their merchandise where the appraisers can readily secure the data
on all wholesale price.. That Is also true of the toy industry. Every year there is
held in New York a toy fair, at which the goods of practically every large and small
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toy manufacturer are displayed. The prices quoted there are on goods which will
be delivered in the following October and November.

The Implication that many witnesses have made is that the foreign manufacturer
must start production further ahead of the date of delivery than the American. He
does not in toys and probably deo not in any line. From the nature of the toy bus.
nesS, the bulk of the toys are sold .t retail during the Christmas holidays and are there-
fore not needed by the stores until fall. The jobbers demand a little earlier delivery
so that they may have the goods in their warehouses for shipment to their customers
In the fall. It is well known that a factory can not afford to stand idle, and to avoid
closing down, toy manufacturers come into the market in January and February and
offer prices which must stand for the whole season-the calendar year. They do this
in order to get as many orders as possible early in the spring. From experience they
are able to determine from the spring orders the probable total volume of sales in each
particular number, and this enables them to go ahead with production in the spring.
This policy keeps employed during the whole year hundreds of persons who would
otheriviso be seasonal workers.

Therefore, the American prices on toys can be obtained in New York in February
of any year for that calendar year. The Government appraisers can get these prices
and examine the merchandise at the same time. The buyers for the department
stores do so and, as a matter of fact, try to see the domestic merchandise before they
go abroad. We know that the representatives of foreign manufacturers also get the
prices in the spring. As New York is the American market for toys, and as samples
of practically all kinds of toys can be found on display in that city very day in the
ytAr, the appraisers would have at hand complete data on toys.

The same is true of Chicago, as a toy fai isheld there immediately after the fair in
Now York is closed.

It has come out repeatedly that whenever opponents of American valuation quote
specific instances and cite a particular industry to prove their objections to American
valuation such objections are easily and completely answered by the American
manufacturers who are familiar with the actual trade conditions in this country.

One of the principal objections which has been raised to American valuation is the
po sibility that it would offer an opportunity for American manufacturers to manipu.
late sales and establish a fictitious American market value. So far as our study of
the testimony has gone, that objection lias been raised only by importers or agents of
importers. We American toy manufacturers have each time said to ourselves. "So far
as our own knowledge goes we do not see how such manipulation could be practiced,
and the methods suggested are so round about that they would seem to be prohibitively
expensive." We are therefore compelled to believe that the parties who raise this
objection are speaking from knowledge as to the advantage which has been gained
by manipulating foreign market values to reduce the amount of duty. One of the
principal reasons why we ask for American valuation is so that we can help the Govern-
ment check undervaluations that are probably general and flagrant under present
conditions which favor the importer and hamper the American manufacturer when
the determination of values involved. If those familiar with importing practices
believe that a false market value could be established in this country under American
valuation, we are ready to agree that similar methods have proved effective in estab-
lishing false market values in foreign countries, and that the testimony of Government
experts to that effect is correct.

The objection that American manufacturers might combine to raise prices in order
to increase the duty has been so completely answered by other witnesses that we would
not consider it necessary to go over that ground again if the point had not been raised
as recently as July 27. Unless the duty is 100 per cent, there is no class of merchan-
dise which could be manipulated by American producers except to their own hurt.
Take the duty on toys of 40 per cent Tor a concrete example: If a toy costs in Germany
$0, and the American price of competing merchandise is $10, the cost of the German
toy, including duty, would be $10. If the American manufacturers should raise the
price to $12, the German toy would then cost $6 plus 40 per cent of $12 ($4.80) or $10.80.
Ten dollars and eighty cents immediately gives the ifmporter an advantage of $1.20
over the American manufacturer.

Unfortunately, the source of objection to American valuation is not always indicated
In documents prepared by the Tariff Commission. We refer particularly to page 24
of the pamphlet, Information Concerning American Valuation as a Basis of Assess-
Mg Duties Ad Valorem, which was submitted to the chairman of the Committee on
Ways and Means on March 26, 1921. To. a are cited as a conspicuous example of the
possibility for easy manipulation of the American market by importers. We, as
,experts in the toy industry, know that the scheme there outlined could not be worked.
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The actual conditions of the toy business as stated above, show that because prices
quoted in the sling are normally for delivery in the fall. Abnormally low spring
prices for immediate delivery would not reduce the amount of duty because theoasis
for estimating the duty would be the prices in force in the fall when the majority of
the merchandise leaves Germany. The law provides that the price shall be the
wholesale "on the date of exportation." But, disregarding that point, if the small
amount of goods carried over from one season could be used to establish a false American
market value, how much more readily could the same volume of merchandise be used
to establish a fictitious price abroad? But it would be impossible in practice to es-
tablish false American values because the quantities offered would be so small, and
the number of transactions so few, that any conscientious and wide-awake customs
official would instantly detect such a fraud.

It Is further stated in this report of the commission that it is objec-ted that jobbers'
prices fluctuate violently. We know that jobbers' prices do not fluctuate during a
calendar year, because it is the custom of the trade to quote prices in the spring for
fall delivery. The only fluctuations would be those due to an effort to get rii of slow.
moving goods. Such reductions would ordinarily not be made until late in the
season, after the bulk of the imports had been entered, or immediately after the
holidays, before the imports for the next year had begun to come in. From the very
nature of the toy industry, a reliable jobber can not change his prices violently dur-
ing the calendar year on staple or popular toys. Jobbers' prices may vary in different
sections of the country; but on American goods, which under the proposed plan
would be the basis for estimating duties, the differences can always be accounted for
by freight and other charges incidental to the delivery of the goo. As American
manufacturers we would be satisfied to have the American values fixed by the prices
quoted in New York. On noncomparable foreign goods we could only find out by
experience whether the importers could put over fraudulent values on the appraisers,
and if they should we will be in a position to ascertain this fact and assist the Govern-
ment officials in running it down. We believe that in the begi the New York
market price on noncomparable toy imports would also be the basis for assessing
duties.

That the practice of using foreign-market value Liv fallen down is amply proved
by the fact that Congress was compelled to adopt either foreign expurt value or
home value, whichever is higher, ii the emergency tariff bill. Our wonder is that
Congress only partially abandoned an imperfect system instead of meeting the con-
dition by eliminating all the difficulties of determining foreign values by adopting
American valuation.

The objection that an importer must know his total cost, including duty, months
in advance of the delivery of the goods and that it can not be determined under
American valuation, and he therefore can not contin-te in business, is answered by
two arguments: (1) American pricesare quoted just ce far in advance of delivery
as foreign prices and can be obtained on toys. They are no doubt available in all
other lines. We know of no reason why American prices should change more fre-
quently than foreign prices. If that is true what is the practical difference over the
present law?

The second argument Is that any fluctuation In American prices could not possibly
be as violent as the recent fluctuations in the German mark. This fluctuaton will
probably continue for months and years. Fluctuations have not stopped the import-
in of toys from Germany as the present condition of our industry clearly proves,
alt ough goods when finally delivered have cost much more or less than was antici-
pated when the order was placed. The chaotic condition of foreign exchange which
makes the adoption of American valuation the only solution that will preserve Amer-
ican industries is the best possible proof that importers can do business when the
final price is not known months in advance.

In closing we wish to reiterate the fundamental reason why American valuation
should be adopted:

(1) It will prevent undervaluation.
(2) It will equalize exchange so f(a as the basis for assessing duties is concerned.
(3) It will collect the same amount of duty from all countries and eliminate the

present discrimination in favor of countries of low standards of living.
(4) It will make it unnecessary to ask for a rate on toys, which wold be absolutely

prohibitory against most other countries, if it were made high enough to protect our
induftr- a:ilist (lrmany, which i our prineip3l competitor.

The CHAIRMAx. The committee will hear from Mr. W. 0. Coleman.
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STATBMBNT OF W. 0. 00 """ PESWBNT OF THE A ERIOAX
FLYETR MANUFAOTriNG CO., CHICAGO, ILL.

The CHAIRMAN. State your name to the committee.
Mr. COLEMAN. W. Ogden Coleman, president of the American

Flyer Manufacturing Co., Chicago. We manufacture toy trains.
The CHAMaMAN. You are in the business yourself?
Mr. COLEMAN. Yes, sir; I am president of the company.
The CHAIRMAN. And what is Fhe name of the companyI
Mr. COLEMAN. American Flyer Manufacturing Co.
The CHAMRMAN. All right. Proceed in your own way, Mr. Coleman.
Mr. COLEMAN. In appearing before this committee I appear onlv as

a plain train manufacturer who asks that you give us reasonable pro-
tection against the present abnormal conditions due to the low labor
costs abroad and the depreciated currency. That is all we ask. We
ask only a fighting chance to meet that competition.

Last year our factory produced 875,000 complete trains.
The CHARMAN. Is that all you make--just trains'l
Mr. COLEMAN. Trains are all we make.
Senator WATSO.. Mr. Chairman are we going into the schedules

this morning? I thought the whoie subject of discussion to-day was
American valuation and nothing more.

Mr. COLEMAN. That is all I will speak about.
The CiIMAN. That is all we are going into, and I think we cin

finish it during the morning session.
You will not be very long,,will you
Mr. COLEMAN. No, sir; I will make it very brief.
The CHAM AN. The committee is not so much interested in trains

as it is in the valuation.
Mr. COLEMAN. There [exhibiting a sample] is just a sample of what

we make. I brought it along so that you could see what I was talking
about.

Last year we produced 875,000 comp!eto trains. We make only
trains. A year ago at this time we were employing 400 people. Our
average weekly pay roll was approximately $12,000. To-day our
plant is completely closed down. It has been closed since the 1st of

I and it will probably be closed for at least another month.
The CHIRMAN. Why is it closed?
Mr. COLEMAN. I will get to that in just a minute.
The Cm MAN. All right.
Mr. COLEMAN. In spite of this fact,, however, that we are closed

down, I am confident that our concern is able to meet foreign compe-
tition if you put us on the real basis that we should be placed upon.

Senator WALSH. Without this 40 per cent protection provided in
this bill, could you meet competition?

Mr. COiMAN. No, sir.
Senator WALSH. You want that, of course?
Mr. COLEMAN. Yes, sir.
The Ch IRmAN. Are any German trains coming in ?
Mr. COLEMAN. Yes, sir; I have some samples of them.
The CHmAMAN. How long have they been coming in ?
Mr. COLEMAN. They started to come in last year but only a very

few. They have been coming in since the first of the year.
Senator McLEAN. All of them are on time, I take it?
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Mr. COLEMAN. Yes, sir.
The CHAIRMAN. That would be a novelty in this country. Are

they coming in great amounts nowI
lMr. COLEMAN. Yes, sir;. they are. You can find them on sale

practically every place in New York, and gradually they are getting
farther and farther west.

We went into the toy business in 1907. It was a side line. Grad-
ually, from 1907 to 194, we built up a little line of trains. In 1914
the war came along and gave us our opportunity. We discarded all
the other lines of goods we were making and devoted our energies
entirely to toys.

Senator WALsie. How many toys were you producing then ? What
was the volumeI

Mr. COLEMAN. In 1914?
Senator WALsH. Yes.
Mr. COLEMAN. It was around 00,000 trains.
Senator WALSH. What was your production last year?
Mr. COLEMAN. 875,000.
Senator WALsH. Proceed.
Mr. COLEMAN. From 1914 to 1920 practically every cent ot profit

which we made-and it was only small-went into the improvement
of our product and into making* special dies and special machinery
to meet the keen competition which wo felt sure was coming.

Mr. COLE.AN. That we were successful in doing this is illustrate
by the few parts that I have brought here to show what we have ac-
complished. These are what we call ties. They fasten the tracks
tog ether.

In 1914 it took three machines and three operators, each operator
performing a separate operation, to make 20,000 pieces a day. To-day
after having spent $10,000 in experimenting an making special tools
one operator, using one machine, is producing over 40,000 pieces.
Our idea was to get the cost of production down; that is what we
tried to do.

The CHAIRMAN. Is yours the only concern that makes these trains
exclusivelyI

Mr. COLEMAN. No, sir; there are four others. Mr. Ives, who has
already addressed the committee, makes trains and also some boats.
However, he makes trains largely. The Lionel Co. of New York also
makes them, as does the Hafner Manufacturing Co. of Chicago.

Senator WALSH. How many trains were imported last year?
Mr. COLEMAN. I can not tell you, Senator. The amount was prac-

tically negligible.
Senator WALSH. How many were imported in the first six months

of this year ?
Mr. COLEMAN. I can not tell you because imports.are not divided

into units of trains but a large quantity have come in.
I The CHARMAN. it is the menace that you want to guard against,
is it not?

Mr. COLdmAN. I beg your pardon.
The CnAIMAN. It is the menace or the danger that you want to

guard against?
Mr. COLEMAN. Yes. They are coming in as I will show you later.
People from whom we have had orders and people we shipped earlier

in the year have come along later and asked us to cancel. [n one case
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I wrote and asked why they now wished us to cancel their order.
Here is the reply:

I have your letter of July 11 and have carefully noted the contents.
I fully understand your pouiion in the matter and can only say that I would prefer

to buy from your concern or any American concern rather than buying German
goods. A a matter of fact, I have been so prejudiced against German goods that up
to the present writing I have not purchased a dollar's worth. However, I have seen
many lines (not alone toys) which have been offered to me at prices far cheaper than
the American make.. I will therefore be compelled, in justice to my business, to
buy my merchandise at the lowest price, providing, of course, that everything ele
Is eual.

Of course, I have not purchased any of the trains to take the place of yours, for I have
quite a few American Flyers on hand. As I am able to purchase the foreign trains I
wrote you about from Jobbers who carry them in stock here, it is unnecessary for me
to order in advance. (have, however, instructed my manager to order one of the
trains I had in my mind, and I will eend same to you upon receipt, and also let you
know the price I will 1have to pay for them.

I am very glad to cooperate with you and, as stated above, would much prefer to
give you the businem, provided everythigg is equal. These few lines are for the pur-
pose of explaining to you my position in the matter.

That is just one letter. We have had a great many letters which
are just exactly the same. The dealers take the position that if they
do not import the goods their competitor across the street will, and
that as a result thereof they will suffer.

Senator WATSON. Do you know what wages are paid in similar
institutions in Germany?

Mr. COLEMAN. No, sir.
Senator WATSON. What wages do you pay ?
Mr. COLEMAN. Our wages, taking boys and girls together, average

approximately 50 cents an hour.
Senator SimmONS. Did you ever find out from the author of that

letter just what the character of those toys was?
Mr. COLEMAN. That has not come in, but I have some samples

which will illustrate the point that I have in mind.
Senator WALSH. Will you give us the name of the author of that

letter ?
Mr. COLEMAN. I will, Senator, if you insist. As a matter cf fact,

I have sent a copy of this letter to Senator Penrose, so that the com-
mittee has a copy in its files.

The CHAIRMAN. Senator Walsh can see that letter in the files, if he
desires, to.

Senator SimONs. I think it would be very helpful if you could
give us your price and the price at which the German article is sold.

Mr. CbLEMAN. Yes.
As I was saying, in 1914, the war gave the American toy manu-

facturers their chance. By 1919 the total production, according to
the Bureau of Commerce reports, was $45,000,000; in 1920 it was
$50,000,000.

During this same time, while toy production increased 300 per cent,
enerall speaking, the production in our own country increased, in
dollars andcents, 2,000 per cent, until in production last year we

reached 6,000 complete trains per day. You can figure that out for
yourselves; it is 11 trains per minute. To-day we are shut down.

Senator WATSON. How many hands do you employ ?
Mr. COLEMAN. Last year?
Senator WATSON. Yes.
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Mr. COLEMAN. Four hundred people, when we were making that
production.

The CHAIRMAN. They are using German trains?
Mr. COLEMAN. Do you mean the people of this country ?
The CHAIRMAN. Yes.
Mr. COLEMAN. Yes, sir.
Senator WATSON. This whole question depends upon the differ-

ence between the cost of production at home and abroad, does it not?
Mir. COLEMAN. That is the whole thing.
Senator WATSON. Can you show that difference ?
Mr. COLEMAN. I havd sample trains right here with me.
Senator WALSH. It also depends upon the ability of Congress to

substitute the condition of the world market-
Mr. COLEMAN (interposing). I did not catch that, Senator.
Senator WALS1n. You can not restore at once the condition that

existed during the war. In the readjustment of this problem we have
to realize that production everywhere must be revived.

Mr. COLEMAN. Surely and all that we ask for is an even chance.
Hero are sample trains. This is a train bought in New York on

July 27, from a New York jobber. The price was $8.50 per dozen.
Hero indicatingi is our train, which costs, landed in New York, and
selling to the same trade that the jobber would sell to-the retail
trade- -approximately $10 a dozen. That includes the freight.

Senator WATSON. What is the difference; is it $8.50 and $10?
Mr. COLoEMAN. $8.50 and $10.
This jobber bought it from an importer.
Now, if I am correct, I believe that the gentleman who represented

the novelty and fancy goods importers told the committee yesterday
$hat the importer hal to add 25 per cent to the landed cost to cover
the cost of doing business, and on top (if that he has to add his profit.

Senator IVAT.ON. Whut is the t16il TIow.
Mr. C OLEMAN. Thirty-five per cent. On top of that the jobber has

to make his profit and has to add his cost of doing business.
I figured it back and I do not see how it could possibly have cost

over 35 landed in this country, against $10 for our train.
Senator WATsoNc. Why do you say that?
Mr. COLEMAN. Well, I will give you the figures. Fit-t, you take

85 a dozen and then add 2.5 per cent. That is $1.25.
Senator WATsoN. Why do you add 25 per cent ?
Mr. COLEMAN. Because the importer said yesterday they had to

add 25 per cent to the landed cost to cover the actual cost of doing
business.

Senator SMooT. Twenty-four per cent is what the firm from
Chicago added.

Mr. COLEMAN. That brings it up to $6.25. Assume that 10 per
cent is a fair profit for the importer and add that 10 per cent to $6.25.
Tat brings it up to $6.87. That is what it sells to the jobber for.
The jobber has to add 20 per cent to cover the cost of handling. If
you take 20 per cent of that, you. have $1.37, which brings it up to
over $8. The price that I bought it for was $8.50.

Senator WALsn. From the wholesaler?
Mr. COLEMAN. From the wholesaler. As a matter of fact I

bought it from the wholesaler to whom we formerly sold a great deal
of goods.
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Senator WAL1H. Were the goods identicalI
Mr. C*LFMAN. Yes, sir; they are: at least as nearly so as possible.

In fact, their car is larger.
Senator MOCUMBER. It would cost you more to manufacture their

carI
Mr. CoLEMAN. Obviously it would, Senator.
Senator 'MCuMBDr. Are they the same?
Mr. COLEMAN. Their car has a bottom in it, while our car has not.
Senator McCUmBEn. Is there anything in the material and method

of production in either car to give one superiority over the other?
Mi. COLEMAN. No, sir.
Senator WATSON. You explained a while ago that you had a

machine that turned out many of these cars.
Mr. COLEMAN. Yes sir.
Senator WATSON. Have the Germans that machine?
Mr. COLEMAN. I donot know. They may have one as good as or

better than the one we have. My point was that we had improved
our methods.

Senator WATSON. I know that, but I wanted to know if they
had as good a machine.

Mr. COLEsAN. They probably have. They have not been sleeping
all this time.

This is another train.
Senator WATSON. A German train ?
Mr. COLEMAN. Yes. It costs $12 from the wholesaler. Our

rice would be $15-the landed price. This would probably cost
8 landed.
Senator WATSON. Have you any competition except Germancompetition?Mr. COLeMaN. That is all.

The CHAIRMAN. What do these trains retail for?
Mr. COLEMAN. I have one here. Here [indicating) is one bought

at New York at retail. There are two cars.
Senator WALSH. A German train?
Mr. COLEMAN. Yes a German train. There are two cars, four

pieces of track, and this engine has an automatic brake on it. Our
engine has no brake at all.

Senator WATSON. The members of the committee are all too old
to be interested in toy trains.

Senator SMoOT. I take exception to that.
Mr. COLEMAN. This track has an automatic trip on it. The

result is that when the train goes over it it stops. Tiat is an added
feature and an added expense. That is sold at $1.25; that is, at the
retail stores.

Senator WALSH. What are the prices at the wholesale places I ?
Mr. COLEMAN. I have not a train similar to this at the wholesale

price. •
Senator WALSh. How much is added to the price of the train that

you sell in America to the wholesaler and how much is added to the
German trains ?

Mr. COLEMAN. Well, I should say approximately 40 to 50 per cent.
Oh, wait a minute. I am taking it from the sa e price. It is 661
per cent of the cost.

Senator SMOOT. That would be the minimum, would it not?
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Mr. COLEMAN. That would be the minimum.
Senator MCCuMBER. At what price? Did I understand you to

say there is only 661 per cent added to the retail price above the
wholesaler ?

Mr. CoLumAN. Yes. Take the train here which costs landed in
New York $10 a dozen, and sells in New York all the way from $1.26
to $1.50; in other words, the train that coats them $10 sells from
$15 to $18 a dozen.

Senator MCCUMBER. To whom?
Mr. COLEMAN. To the consumer-the purchaser. The retailer

adds at least 661 per cent.
Senator McCuMBER. The reason I inquired into the 861 per cent

is that I bought one like that the other day and paid $6. That is
just a few days ago" That is more than 661 per cent.

Mr. COLEMAN. It probably was a better make of train.
Senator McCuMBRn. I think not.
Mr. COLEMAN. Hero is a train that I paid $1.25 for, and here is a

train, of American make, which was bought for $1.25. As I have
already said, this one has an automatic trip on it, an additional
feature.

As to our factory, at the beginniv. of the year, in order to keep
our people employed, we started with 3,000 trains per day. We
ktpt that up until April, when we got down to 2,000 trains per day.
In June we cut the number down to 1,000 trains per day, and on
July I we stopped production. During this time the cost of the
German mark ell from $1.05 per hundicd marks, in February, to
$1.25 per hundred marks at the present time. The cost of the
German goods landed here fell and, naturally, the cost being less, the
duty was less, so that the two things were against us.

During the first six months of the year-and I have taken these
figures from the report of the Bureau of Foreign and Domestic
Comrmerce-tho imports of toys increased from $333,000,000 in
January, to $607,000,000 in May. .

For the last 11 monthly, ending in May, the total imports of toys
into this country, according to the report of the Bureau of Foreign
and Domestic Commerce, amounted to $9,122,000. For the same
period of a year ago, ending in May, 1920, the imports were only
$4,931,000.

Senator WALSh. What do these statistics show for the same period
in 1914?

Mr. COLEMAN. I hav'e not the same 11 months for 1914, but for
the year 1914 the total was practically $8,000,000, or a little over
$7,000,000.

Senator WALSH. What will be the total for this year at the ratio
named?

. Mr. COLEMAN. Well, it is a little bit difficult to tell. You mean by
taking up to Juno

Senator WAsn. Yes.
Mr. COLEMAN. It would be approximately $10,000.000. It is over

$9,000,000. And there is the point. You can see for yourself the
way imports are jumping. In April it was $382,000,000, and in
May, $607,000,000. Now, the imports are just beginning.

Senator SLooT. You said millions. You meant thousands?
Mr. COLFAN. Yes, thousands.
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Senator SIMMtoNs. Mr. Coleman, will you answer this question:
Mr. COLEMAN. Yes.
Senator SimmoNS. What is your price now compared with the

price you sold goods at in 1918, 1919, and 1920?
Mr. COLEMAN. It is difficult for me to say just what they were

sold for in 1918 and 1919. They are approximately 15 per cent less
than in 1920.

Senator Snitioxs. You do not know how much less than in 1919?
Mr. COLEMAN. They are about the same as in 1919.
Senator SItfsioNs. In other words, you reduced the price 1.5 per

centI
Mr. COLEMAN. From a year ago at this time; yes.
Senator McLEAN. What is the cost of production a.4 compared

with 1914?
Mr. COLEMAN. Well, judging by labor, our cost of production is

over 100 per cent more.
Senator MoLEAN. And what is the cost of production in Germany

as compared with 1914?
Mr. COLEMAN. That I can not tell you, but-
Senator McLEAN. If it has doubled here and has doubled there,

you would double the difference, wouldn't you ?
Mr. COLEMAN. Yes, sir. But there is a difference in the depreci-

ated exchange.
Yesterday while I was listening to the hearings before this com-

mittee I heard one of the gentlemen say that the wages in Germany
in the industry in which I am interested were only one-fourth of
what the prewar wages were.

Senator McLEAN. I do not know that it has doubled there.
Mr. COLEMAN. No. I do not know the facts. I simply mentioned

what was said by thegentleman yesterday.
Senator McLEAN. BIt if it is has doubled, you would have to

double the cost of production?
Senator Simvo.s. It was said before the war, as I remember it,

that the wages over there then were starviftion wages. In view of
that statement, I do not know how they are living there now.

Mr. COLEMAN. That is quite a question.
Senator Sim.oxs. I have heard the argument made again and

again, especially before the war, that the wages there were starvation
wages. Now, if they are one-quarter as high as they were then, it
seems to me that makes a striking situation.

Senator MCCUMBE.R. I though that before the war the Germans
wore more prosperous than they have ever been.

Senator SimsoNs. Well, the statement was made that the wages
were starvation wages.

Mr. COLEMAN. I referred to what one of the gentlemen said yes-
terday in regard to what the workmen were getting before the war
as compared with what they are getting now.

Senator SMOOT. But that comparison is on a gold basis.
Mr. COLEMAN. Yes; on a gold basis.
Senator SMOOT. He can purchase three times the amount of goods

in Germany.
Mr. COLEMAN. But it is German wages we have to compete with.
Senator SMOOT. He is not getting fewer German marks than before.
Mr. COLr.MAN. Oh, no.
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An objection to the American valuation which has been presented
repeatedly is that the American value will not be known in time to
enable the importer to quote definite prices to his customers. So far
as toys are concerned, our prices for the following Christmas are
announced to the .trade in January and February and are soon
known to the importer, as the following letter illustrates. This
letter was written to me by another toy train manufacturer in
Chicago. It shows clearly just how confident the Germans are that
they can so far undersell ui that they can completely put us out
of business. Here is Mr. Haffner's letter. He says:

I know yott will be personally and vitally interested in the statement made to the
writer by John Bing. the New York representative of Bing Bros., toy manufactueres.
of Nuremburg, Germany, during a conversation in his office during the New York
toy fair. a

Mr. Bing produced the price list of your company, the Ives Manufacturing Corpora-
tion, And my concern, the Tlaffner .Manufactunng Co., and boasted that his prices on
direct competitive numbers of toy railroads were a little lower than the lowest pices
of the American trade manufacturers, and he could have sold at considerably ower
prices than be did if it were necessary to get the business.

I believe yon realize full), the seriousness of such competition, which, of course, is
possible only because of the depreciation in exchange of the German mark.

Several ooeur customers stated to me on a recent trip that th,,ir German toy impor-
tations cost them landed at United States ports, duty pxid, less than 3 cents per mark.

In other words, they are underselling us now in order to get the
business, lie was out to get the profit.

Senator S.AiooT. That is the way they will all do in Germany.
Mr. COLEMAN. Yes.
Gentlemen, the only thing that will save the American toy industry

from the present abnormal low wages abroad and depreciated ex-
change is to adopt the American valuation plan and base your duties
on cost of similar merchandise in this country.

The American valuation will make duties equal from all countries.
regardless of the cost of production or depreciation in their exchange.

American valuation wil avoid undervaluation and fictitious Yalu-
ations. The same John Bing who was referred to in Mr. Haffner's
letter is the head of a $10 000,000 toy combine in Germany that manu-
factures goods practically exclusively for export through himself.
This being the case, he can establish a selling price for himself abroad
at whatever he pleases and make his profit on the sale of goods in this
country after he has brought them in at a value which does not in-
clude all of the real costs which were contemplated when the present
law was written.

Senator SpisioNs, You say the American valuation will avoid
undervaluation. Don't you think that it would sometimes result in
gross overvaluation in order to increase the tariff rates?

Mr. COLEMAN. What is that?
Senator SIMMONS. Will it not sometimes result in gross over-

valuation in order to increase the tariff rates?
, Senator SHooT. That would depend upon the ad valorem rates
fixed.

Senator MoLEAN. And it would depend upon foreign competition.
Mr. COLEMAN. This same John Bing, as I have said, is the head of

a $10,000,000 toy corporation or combine in Germany that manu-
factures goods practically exclusively for export through himself.

Senator StaMos. Suppose there are four manufacturers of trains.
l " e " Suppose they get together and form a combine. The say, B

raising the price of our toys, we can increase the duty of teGermans
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because we increase the value at which the product will be appraised
when it enters the country."
Mr. COLEMAN. All right.
Senator SIMMONS. May that not lead to overvaluation?
Mr. COLEMAN. What is the American manufacturer going to do if

he keeps raising the price? If he does that, people wil-not buy that
particular toy; they will buy some other toy.

Senator SIMMONS. I do not know that the American people will do
that sort of thing. They seem pretty much disposed to pay whatever
is asked if they want the article. If your train is controlled by a
monopoly, you can raise the price as much as you please.

Mr. COLEMAN. Butyou can not force buyers to buy it.
Senator SIMens. But you can raise it as much as they will stand.

The public seems disposed to stand a great deal.
Mr. COLEMAN. During the war our prices advanced.
Senator SIMMONs. Certainly they did.
Mr. COLEMAN. Wait a minute. They advanced less than 80 per

cent over the prewar prices. Now, there are a few commodities--
Senator SIMMONS. I am not talking about that. I am not referring

to you particularly.
Mr. COLEMAN. You spoke of us train manufacturers.
Senator SIMMONS. I said if you combine.
Mr. COLEMAN. There are few items that I can find the price of

which in 1920 had not been advanced more than 80 per cent over the
prewar value.

Senator MCLEAN. When you raise the price you get an increase
on account of the difference-

Mr. COLEMAN. Yes.
Senator MCLEAN. And just as soon as you bring about that in-

crease it works to the advantage of the German manufacturers, does
it, not?

Mr. COLEMAN. Certainly.
Now, may I refer again to John Bing. I have said that as the

head of a $10,000,000 combine in Germany he manufactures goods
practically exclusively for export through himself. In other words,
if he wants to do so, he can sell goods to himself at less than what it
actually costs to produce in Germany and then make a profit on the
selling p rice in this country. Inasmuch us he controls the factories
the pr6flt goes to him anhe is perfectly satisfied.

The American valuation will give the American manufacturer a
chance to continue in business instead of being driven from his own
home market, because of the fact of abnormal low cost of production
abroad and depreciated currency.

American valuation will not inflate prices to the consumer. Dur-
ing the war the American toy industry grow until it was completely
able to supply the home market, which resulted in the keenest kind
of competition among American manufacturers. If the duties on
foreign toys were assessed on American valuation, and that seems to
be a just request, we should have an opportunity of competing with
the imported goods on an equal basis. It would be real competi
tion which would permit a rapidly growing industry to live.

Senator SiMMONs. What rate of duty would you have to have,
leaving out German valuation, in order to protect youI
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Mr. COLEMAN. I would not attempt to answer offhand, because I
have not prepared myself.

Senator WALSH. According to these prices, it would be about 200
per cent.

Mr. COLEMAN. It would be something like that.
Senator WALSH. These trains here are 85 per dozen, and you say

you make and sell them for $10.
Mr. COLEMAN. It would take approximately 100 per cent on the

article that costs 85. It will vary with different articles, of course.
It is difficult to tell.

Senator StmmoNs. Would you say that with the American valua-
tion of 40 per cent you would be protected ?

Mr. COLEMAN. Yes, sir.
Senator SIMHONS. Without the American valuation probably it

would be 100 per cent ?
Mr. COLEMAN. Yes, sir.
Senator SiMmoNs. So that the effect of the American valuation in

your case is to raise your potential protection from 40 per cent to 100
per cent?

Mr. COLEMAN. Possibly, in the one individual case; but that is
not the question. As I say, I am not here arguing on the rate ques-
tion. It is not so much the question of what the rate is. We would
be satiqfied with 10 per cent if that would give us sufficient protection.

Senator SIMMoNs. I am trying to find out what protection we will
give you by the adoption of the American valuation.

Mr. COLEMAN. Yes.
Senator SiMMoNs. In your case it would be 100 per cent as against

40 per cent. It is 40 per cent in the bill, but potentially it is equal
to 100 per cent.

Senator WALSI. I am going to ask the witness to leave this memo-
randum with us.

Mr. COLEMAN. I shall be very glad to do that.
It has been argued that because our present system has been in

operation for over 100 years, it should continue indefinitely. The
same argument is, of course, applicable to any change. And from
the testimony you have heard of experts, you can see that they feel
that it is possible in a short length of time to have the new law working
smoothly.

The importers claim under American valuation they could not tell
what their Landed costs would be. So far as toys go, I have shown
the prices can be ascertained six to eight months ahead and by basing
the duties on American valuation the importer would know what the
amount of the duties would be. The uncertainty due to fluctuation
in exchange would be eliminated.

I have attempted to show you how our industry has expanded
while German competition was cut off by war conditions.
% I have also shown that, in spite of improved manufacturing methods
under the present condition of abnormal cheap foreign labor and
depreciated currency, the foreign manufacturer is able to undersell
the American manufacturer.

So far as the toy industry is concerned, I think that I have suc-
cessfully answered the objections of the importers to American
valuation. And I believe that if, as I have shown, American valua-
tion is practical for the toy industry, it can be worked out for other
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industries if the men who are acquainted with the peculiar conditions
of each industry are called in.: Senator SIMMONS. You say, that the appraiser would know the
amount of protection and you would know but the American citizen
buying the product would not know. he would not know the
amount of potential competition he was paying, would he I

Mr. COLEMAN. Possibly not.
Senator' SIMONs, I think it is a mighty good thing to let the

American people know what they are called upon to pay.
Senator MCLEAN. It seems to me that this American valuation

wodld encourage that very thing. Now,- it is laid on the wholesale
price in this country I

Senator SIMMONS. Yes.
,;Senator MoLrAN. We all know there is a very wide spread between
the wholesale and retail prices. The profits are, in some cases,
unconscionable. If we published the wholesale price to the American
people wouldn't the tendency be to reduce the retail price?
Y Mr. COLEMAN. I would not be surprised.

Senator SIMMONs. There is not likely to be much publicity given
to that matter.

Senator McLeAN. Well, I think the American people to-day are
getting restless-

Senator SIMMONS. Oh, I think they are, too.
Senator MCLEAN (continuing). Over the unconscionable pricesthey ar paying._ _Mr. 9LEMiAN. I might add that. one of the favorite arguments of

the jobber or retailer, when you ask why they prefer to get imported
merchandise, is that they can make a bigger profit. I might add,
also, that these trains which I procured by chance-I got them with-
out realizing this fact--had no marking showing the country of
origin. There was a wrapper on this package here, but it was merely
the packing wrapper which would not be shown on the retail shelf.
That showed that it was made in Germany. I have gone over the
box very carefully. Here is a label with nothing on it. There is
nothing on the bottom of the box; nothing on the cars, and nothing
on the engines. That is the kind of competition we are up against.

Senator WALsn. They sometimes mark American manufac-
turers' names upon them, do they not?
. Mr. COLEMAN. As an example of that, I might cite this: The Daisy
air rifle is made in Plymouth, Mich. That company out there had
some air rifles returned to it to be repaired. They were sent to the
repair department. The report came down that these rifles were
not made on their dies. The head of the concern went up and he
said, "I can not understand that; they are Daisy air rifles.' Inves-
tigation of the matter showed that they were made in Japan and that
every single part had been duplicated.

Senator WALso. They also make Spalding's baseballs and bate.
Have you been in the export business I

Mr. COLEMAN. Yes.
Senator WALsn. Of course, during the war that business increased ?
Mr. COLEMAN. Yes.
Senator WALSH. How much?
Mr. COLEMAN. Our total export business last year was over

$150.000. T am including Canada.
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Senator WALSH. What was it in 19141
Mr. COLEMAN. Nothing.
Senator WALSH. To what countries did you export?
Mr. COLEMAN. Practically every country on the globe--South

America, South Africa, China, etc.
.Senator SMOOT. How many foreign orders have yeio now?Mr. COLEMAN. We have none, with the exception of one order

from England.
• Senator SMooT. Does that amount to very much?

-Mr. COLEMAN. Approximately $5,000.*Senator WALS. .That is the amount of. this year's business I
Mr. COLEMAN. Yes.
Senator WALSu. This vear's business?

. Mr. COLEMAN. That is" practically all we have to-day. Wo. h4ve
had a few sample orders. We still have some of our Canadian
business.

Senator SiMMoNs. Have you made an effort to put goods oii the
foreign market?
SMr;. COLEMAN. Yes; during the war und 'up to the present time,

we have spent over $10,000 in advertising. We spent $3,000 in
making special design cars.

Senator StMONs. Did you sell any to England during the war?
Mr. COLEMAN. Yes.
Senator SimMoxs. How many?
Mr. COLEMAN. You probably know that they had an embargo part

of the time. You could not take toys into England. In 1018 we
shipped approximately $7,000 or $8,000 worth of goods into England.
Last year we had orders for over $30,000 of goods for England.
Subsequently, their order was canceled, when German goods T,.gaai
to come into the market.

Senator McLmAx. Has England an embago on German toys now t
Mr. COLEMAN. I can not tell you. They have had it.
Senator W. H. This condition to whi.h you refer is duo to 'now

competition since the war, and also to curtailment of purchasing.
power?

Mr. COLEMAN. Yes; in part.
I thank you.
The C AIRMAN. We will now hear from Mr. Joseph F. Lockett.

Mr. Lockett was on yesterday's calendar, but at the request of Sena-
tor Walsh he was carried over until to-day.

Mr. Lockett, you reside in the city of ew York, do you not?
Mr. LooKE'r. That is a mistake, Mr. chairman : I am from

Boston.
STATEMENT OF JOSEPH F. LOORTT, BOSTON MAS9., COUNSEL.

FOR N3W ENGLANID IMPORTERS AND TRADIARS' ASSOCIATION
(DIN.).

Mr. LOCKETT. I am a lawyer and am counsel for the New England
Importers and Traders' Association (Inc.).

The Ca ARMAN. In what line of endeavor are they ong, aed V
Mr. Locwrt. In importing various kinds of morchundiso which

come into New England. This organization has 100 members and
is incorporated unffer the laws of the State of Massachusetts. Our
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president, Mr. Theodore Jones, of Jones McDuffeo & Stratton Co.
and our secretary, Charles L. McAleer, of Jordan Marsh Co., both of
Boston, Mass., ire the committee who are with 'me.

The CAntunA .. Will you submit your remarks as briefly as possible,
Mr. LockettI

Mr. LooKviT. Mr. Chairman, I ball be very brief, for I appreciate
the patience of the committee and the fact that there are many other
witnesses yet to be called upon.

My remarks will be addressed, not to any particular industry but
largely in reply to and against some of the arguments which Lave
been made by the proponents of this legislation. My remarks will
be largely upon tho legal phases of the question..

The (IuAIRMAN. You are opposed to the legislation, are you ?
Mr. LocKwtr. Yes; we are most decidedly and vehemently opposed

to the enactment of the proposed bill.
Senator $xMMOys. Speak out boly. You may not have many

supporters here, but you will find a few.
Mr. LOoKm'Tr. I think you will have no trouble hearing me, Senator.
At the outset, Mr. Chairman, I think it is a safe assertion that the

theory of any protective tariff bill is to provide for the difference in
the cost of production, or the cost of labor, as between foreign niarkets
and the home market. With that view in mind, there as been a
tendency I think, upon the part of the American manufacturers
interested in this matter now before the committee, to be- very
zealous in their desire to continue, if possible, the maintenance of
high prices and large profits, all of which does not work out to the
benefit of the ultimate consumer, notwithstanding the fact that the
American laborer may be employed at a reasonable and profitableWage,

oftis proponents of this legislation have advocated the adoption
of this method upon two bases or for two reasons.

The first is the need of greater protection because of the depre-
ciation in foreign currencies. They claim the American manufacturer
and the laborer, likewise, is thus not receiving the same degree of
protection which he would otherwise have received, or is entitled to
receive, when the exchange is normal under the theory of any pro-
tective tariff bill.

With that phase of the discussion I shall not take the time of the
committee, because Mr. Doherty, who is to follow me, is counsel for
the National Council of American Importers and Traders, the head
office being in New York, and he is, perhaps, one of the best-posted
men in this country upon this situation, and he will address the
committee. I may add that anything he says with regard to that
situation has the approval of our association.

The second proposition which has been advanced by the pro-
ponents of this measure has for its foundation the alleged under-
valuation now existing.

I have tried very hard to read all of the testimony which has been
printed by this committee, and I attended the hearings here on last
Wednesday and yesterday, but I have not as yet seen a single instance
of any concrete proposition, the name of any particular importer, or
the value of the merchandise upon which it has been alleged under-
veluation has taken place.
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The discussion, so far as I have been able to see it, has been
entirely academic.

When, as has been said by Mr. Burgess in his testimony before this
committee, it is alleged that there has been an undervaluation of
about 25 per cent, it seems to me, Mr. Chairman, that, in the interest
of fair play, in the interest of the importers, and to show their good
faith, that 25 per cent should be carefully investigated to see whether
or not it really exists.

I am going to refer for a moment to the testimony of Mr. Burgess
given at the hearing on June 25, at which time, if I correctly interpret
what he said-and I shall not attempt to read his testimony ver-
batim-it means that this percentage of 25 per cent of under-
valuation was based upon the fact that out of a certain proportion
of invoices which he may have seen, or of which he had knowledge, theimporter raised his value upon entry, and because the importers
complied with the law by entering his goods at what he supposed
was the market value, Mr. Burgess alleges that this in and of itself
is evidence of undervaluation.

The law prescribes, if the committee will bear with me for a
moment, that the consular invoice must set forth the contract price
for the goods. The law also provides, as you gentlemen well know,
that the duty is to be paid at the price at which the merchandise is
being freely offered for sale in the markets abroad. The importer is
obliged upon entry to raise his purchase price to equal that of the
foreign market value, and unless he does this, and the Government
afterwards raises the value, and the case after going to the courts is
eventually decided against the importer, a penalty is assessed in the
sum of 1 per cent for every I per cent that the appraised higher value
exceeds the entered value. The penalty, as it is called,-is applied
to the appraised value. The difference in duty between the appraised
and entered value upon the particular commodity is likewise assessed
at the rate of duty applicable to the particular commodity. So, in
cases decided against the importer, the Government is enriched by
the payment of the penalty and by the payment of the amount of
difference in duty between the appraised and the entered values on
the commodity in question.

Senator WATSON. Do you think the difference in exchange has
any thing to do with the tariff?

Mr. LoOCKE'rr. I do not want to discuss that if I can help it, Senator.
I want to confine myself to another phase of the question. Mr.
Doherty is going to discuss that matter. Perhaps you were not
here when I made that statement. If it is agreeable and you will
not think me impolite, I would prefer to leave that to Mr. Doherty.
Senator WATSON. Of course; proceed in your own way, sir.
Mr. Loozzrr. So, therefore, before this committee seriously con-

siders anything which has been said with respect to the alleged under-
valuation the committee should ascertain and determine what under-
"valuation really is.

I would define it about as follows: Undervaluation is where an
importer has deliberately intended to defraud the Government
by not ente ring his goods at the value prevailing in the foreign home
market, he knowing what said value is at the 'time he makes his
entry. I think the word "undervaluation" unexplained implies
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fraud upon the part of an importer. In this connection I want to
say the Government has the power to reliquidate any entry, after one
year, where fraud is shown.
. While I do not happen to have the statistics at hand, I know that

in the port of Boston these cases are very rare. At the port of New
York, which is a large port of entry, such cases may be more common.. Senator WALSH. We, in Massachusetts, have retained our Puritan
virtues.
.: Senator MoLEAN. That is, you let them. in on the invoiced val-
uations?
" Mr. Locxur. Not. necessarily. It depends upon the fact as to

whether or not the invoice price is the market price; I say that.-ii
Boston a man may enter his goods at the market price. • We will
assume, for instance, that he has raised the value upon entry. If
he does raise the value of his own volition there is no penalty. The
local appraiser has the right to appraise that merchandise, and when
he has done so, if that appraisement is higher than the entered Value
of the importer, then the importer has recourse to the courts. He
may then go before one of the-judges of the Board of United States
General Appraisers. Undoubtedly some of you gentlemen know
some of them. Judge Fischer is one of then. There is a further
appeal by either the Government or the importer from the decision
of the one judge to a board of three other judges, and by protest thb
case may eventually go to the United States Court of CustomsAp eas.

T I contend that this talk about undervaluation has become an

obsession, I think, with some American manufacturers. They have
heard of it so long by others that they really do believe it exists.

So far as I can find, there is not any evidence before the com-
bnittee of undervaluations.

The statement of Mr. Burgess, on page 30 of the hearing of Monday
July 25, is deserving of some comment. Where the importer has
honestly complied with the law and has deliberately raised the price
to equal the foreign market value, that can not be considered under-
valuation. The only way to get at undervaluation is to find those
cases reliquidated after one year and those other cases in which there
has been evidence, outside of the official record, to indicate that was
an intent to defraud the Government.

Mr. Chairman, in answer to the question asked yesterday by
Senator Dillingham of a gentleman representing the American Tex-
tile Co., I want to say this The Senator asked for some instance
where undervaluation had occurred and in what way it affected his
business. This witness did not attempt to define undervaluation or
to refer to any particular instance. The fact simply is that he be-
lieved that Amieiican valuation had come to be quite a factor in this
matter without being definitely able to put his finger upon any
alleged undervaluation of merchandise which came into competition
with his manufactured product..

Mr. Burgess was asked by Senator Simmons, as I recall the testi-
mony, if, during previous discussions relative to a revision of the
tariff-

Senator SyImoNs (interposing). It was the emergency tariff.
-Mr. LoOKrr. I understood you to refer to the revisions in 1909

and 1913.
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At any rate, Senator Simmons asked a question as to whether an
agitation for adoption of the American plan had not been prevalent
for many years. Now, the statement has been repeatedly made,
as you Senators know, that the present system has been in vogue
for a long time. That statement in and of itself is not an insur-
mountable objection to the proposed change. There is nothing in
the record, so far as I am able to read, tending to indicate that
undervaluation exists now any more than it has in the past; that
undervaluations now are different from those that have existed for
the past 100 years. So, therefore, the alleged undervaluation of
foreign goods is not in my judgment, a factor which should be
seriously considered by this committee as a reason for this change,
because there is no evidence before this committee upon which such
a finding could be based. The statements of alleged undervalua-
tions are mere assertions, mere conclusions, and are without any
real basis or foundation.

I think, also, that there has been a tendency on the part of the
American manufacturers to believe that because of the tremendous
depression in business the enactment of the American valuation
plan will prove to be a panacea for all ills.

I believe it was Senator Watson who on yesterday asked one of
the witnesses what proportion of the business depression, so called
he would attribute to the importation of foreign goods, and he could
not give a definite answer.

Senator SIMMONS. If you should take the testimony that we heard
while considering the emergency tariff, in connection with some
testimony as to te low costs of production in Germany, you would
find there has been an increase in value and something very nigh
akin to overvaluation.

Mr. LOoKETr. Yes.
Senator SIMMONs. Witnesses have testified here, for the Govern-

ment, that German values in the port of New York were somewhat
higher than before the war, and if they.are making things at a lower
rate or at a lower cost in Germany than before, those values must
have been overvaluations.

Mr. LOK .Tr. I suppose that may be so, Senator.
Most of the cases which I have tried before the courts-and I

may say that I am a practicing customs attorney---
Senator SIMMONS. There was some intimation when we were taking

that testimony as I recall it, that they had deliberately valued the
goods imported at higher rates because they wanted to get the price
up as near as possible to the price in America.

Senator WATSON. That evidence was adduced under the dumping
provision.

Senaror SiMoNs. Yes; under the dumping provisions. In other
words, they were coming over here and-they wanted to get full
advantage of the high market prices, and put on a high value, prob-
ably a much higher value, than in Germany. s

Mr. LocxKrt. Of course, Congress took cognizance of that fact
by providing that the export value should be used for dutiable pur-
poses when said value is higher than the home market price.

Senator WATSON. That is a permanent provision I
Mr. LooK r. That is a permanent provision.
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From a reading of the record I should say that these alleged under-
valuations are charged merely in cases where a man has complied
with the law. There is a wide variance in the testimony of the
experts.

I believe it has been testified to that the alleged undervaluation
was something less than one-tenth of 1 per cent, while Mr. Burgess
put it as high as 25 per cent. I contend that before you can go to
the people of the country and give them as a reason for the adoption
of the American valuation plan that it is to prevent undervaluation
the committee ought to be supplied with more concrete evidence of
undervaluation than has been presented to it up to this time.

Let me make just one more point. I do not like the reflection
which has recently been cast by these American manufacturers who
feel they are, in a sensor, in the position of the king who can do no
wrong and, consequently, are not subject to the same criticism as
some other people are.

Mr. Burgess also made this statement:
Second, the possibility of ecuriD actual dutiable valuation would be greatly

dcreasd. Jnsteid of having to dea-with fopregn manufacturers and mente, whose
Interest Is to misrepresent and who usually refuse to give information of any value,
the American manufacturer and wholeral dealers, in whose interest the Government
desires the information, would be not only willing but anxious to fumish such infor-
mation as the Government would require.

I can not let that statement"go unchallenged in so far as the
people whom I represent are concerned. I do not think that there is
any reason for assuming that the importer deliberately and inten-
tionallv tries to evade the revenue laws of the country. You gentle-
men know the importers. You have seen many of them here. I
will venture the suggestion that when it comes to the question of
moral turpitude in te exercise of their business relations with the
Government and with the people generally their standing will be
quite as high and as free from just criticism as that of the American
manufacturers.

Senator McLEAN. The point is you want to get your goods as
cheaply as you can.

Mi LZOKc T. That is right. We want to get them in honestly,
though.

Senator McLEAN. But your incentive is entirely different from that
which actuates the other manI

Mr. Loc='r. Oh, I can not see that at all.
Senator MoLzAN. You are a commission man I
Mr. LooKsErr. Not necessarily, Senator.
Senator McLFAN. I have no doubt that the men engaged in it are

honest men, but the incentive is directly in opposition to that which
actuates the American manufacturer.

Mr. LooKwr. But isn't that directly contrary to your quotation
of a moment ago?

Senator MCLEAN. No; because your treasure is abroad.
Mr. Looz'r. Our treasure is here. Our goods are here and our

treasure is here. In that respect the importers are in the same
position as the American manufacturers. Our goods are sold here
and our profit is here.

Senator McLeAN. No; you must deal in American made goods.
Senator WALsH. The purpose of this bill is to reverse the incentive I
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Senator MCLEAN. I prefer to give the benefit of the doubt to the
Amer-can manufacturer rather than to the German manufacturer.

Senator WALSH. I would like to give them both fifty-fifty.
Mr. Loc rrr. May I also add that I believe, as Senator Reed said

the other day or observed in answer-
The CHAIMMAN (interposing). We heard Senator Reed.
Mr. LocKE-r. May I just use this for purposes of illustration I
The CHAIMAN. I? would seem to be repetition.
Mr. LooIKmr. But I want to use it as an illustration.
The CnAmAN. Well, as an illustration it will be admitted;

proceed.
Mr. LocKmr. Senator Reed said, in the hearing of Monday,

July 25:
Well, Just to clear it up while there might not be the incentive to lower the cast of

production, because that already taken came of by the desire of the man toproduce
as cheaply as he can'and make as much profit as he can, it is nevertheless true

that the system sugeeted would have a tendency to remove the incentive or necessityfor Ibweagb the price.

I think that is an exact summary of the situation.
Senator Smoot had called attention to the fact previously that it

would not necessarily follow that the price would be Ph.ger, but
Senator Reed's definition of the proposed legislation that it "would
have a tendency to remove the incentive or necessity for lowering
the price," seems to express it exactly.

The CAIRmAN. That remark did not apply to dyestuffs.
Mr. LocKr r. It was made while Mr. Page was on the stand.
The C1!A DAN. Well, we have that testimony.
Mr. LoocKrr. Another point I desire to make is this, that if, under

the law as proposed, prices in the United States are to be taken as a
basis and this l isolation is to be adopted, I suggest, ,4r. Chairman-
and I sincerely hope it is a constructive suggestion-that it would be
wise, fair, and just to enact as a part of tie law, a provision which
will shift the burden of proof so that when the Government raises the
value upon appraisement the Government will have to establish its
case before the courts by a preponderance of the evidence that the
value which it claims is correct. That is the reverse of the present
practice. It seems to me, under the proposed law, the importer is
going to be put at a decided disadvantage when it comes-to trying to
prove, as he now has to under the present law, that his entered value
was correct. To do that he would have to go to the very men-
dealers and manufacturers-who are chiefly responsible, perhaps, for
having his goods advanced, and must ask them to testify or sub-
pcena them into court to testify in his behalf. This would be unfair
and prejudicial to his interests.

There has been a great deal of talk and testimony before this com-
mittee with respect to the inability to obtain evidence of foreign
value abroad. I have been trying customs cases for many years and
I have never had any difficulty. I might say that I have had no
cases overing goods from Germany, with one exception. I have had
no difficulty in obtaining information as to forei,%q values, and I know
that the Government has not, in the cases which have come to my
knowledge, had any difficulty in obtaining information about foreign
values.



Mr. George C. Davis, with Mr. Otto Fix, who has done and is still
doing a vsry constructive work in charge of the certified valuation
report bureau of the appraisers' office at New York City, gathers
information as to the values of goods entered at all the ports in the
country, which information is disseminated among the various col-
lectors of customs. They have those values, so that when the Ameri-
can manufacturers come to you and tell you of the great difficulties
that exist in obtaining foreign values under the present law, I think
their statements, in alLfairness, may be said to be largely exaggerated.

Senator WATSON. We will be compelled to have a higher tariff.
Mr. LOCKET. I think that is right.
Senator WATSON, Just a minute, if you please. We will be com-

pelled to have a higher tariff on account of German competition more
than on account of any other competition in the world, with the
possible exception of Japan.

Mr. Loofrr. I think that is right.
Senator WATsoN. Suppose that we put a tariff on that will be suffi-

cient to protect the Amnerican manufacturer from the German com-
petitor, wouldn't that shut out the imports from every other country
in the world I

Mr. LOCKrr. It migCht and it might not.
Senator WATSON. Wouldn't it be an absolute prohibitionI
Mr. LoKETF. It might or it might not, depending upon conditions.
Senator WATSON. No; would it not absolutely?.
Mr. LOOKETr. I would say it would not absolutely.
Senator WATSON. Why not? If you put on a tariff sufficiently

high to protect us from German competition and the German manu-
facturer is producing at a far lower rate or price than any other com-
petitor, then, perforce, would not that prohibit competition from
any other country in the world ?

Mr. LOCKET. On gods coming from Germany?
-Senator WATSoN. Culd we get anything from Italy or England

or France under those conditions?
Mr. LoOKErr. As to such goods as were made in England and not

in Germany.
Senator WATSON. But what are they ?
Mr. LooiKLr. I can not answer offhand. You asked me if there

would be an absolute prohibition. I do not think there would be.
I think there would be as to goods coming from Germany or similar
goods made in other countries, but as to other goods not made in
Germany, there would not be. Germany does not make every
kind of merchandise in the world.

Senator WATSON. Not every kind, possibly, but a great many
varieties.

The CRAIRMAN. Are you nearly through ?
Mr. LocKE'r. One more word and r-shall be through.. I think

a word or two should be said in behalf of the-
Senator SiMmONS (interposing). Just before you come to that: Is

Germany making sufficient quantities of these toys to supply the
American market entirelyI If she is selling at so much lower prices
than any other country in the world, then we would likely import
only from Germany. If Germany is making toys way under what
England is making them for, or any country, and the door is open
to Germany in this country, we would likely import only from
Germany.

0- 1
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Senator WATSON. It would be true up to the point of the supply
made in Germany, but I suppose Germany makes only about ha f
enough.

Senator SIMMONS. There is no question about her ability to make
enough.

Senator WATSON. But she can not make enough to entirely supply
the American demand, of course.

Senator SIMMoNs. No; I suppose not.
Mr. LOCKETT. In conclusion, it seems that before this committee

can conscientiously say that the American-valuation plan is to be
adopted the committee would have to be satisfied from the evidence,
just as it would be necessary for a court and jury to be satisfied, that
the proponents of the bill have made out a good case; and in that
connection I contend that the burden of proof is upon them to show
that the change will be beneficial to the interests of all the citizens
of this country. I think that they have not made out a case on the
record. But, assuming that the committee differed from me and
you feel that a case has been made, I would like to suggest that
a provision for the estimation of the value upon which the duty is
to be paid, as presented by experts, is a much better provision and a
much clearer provision and will work out much better for all con-
cerned than the provision now embodied in the pending bill.

Senator WALSir. Will you draft such an amendment as you speak
ofI

Mr. LoCKET. I shall be very glad to, but what has been suggested
is merely the repetition of a published document.

Senator SIMMONS. I was very glad to hear you say something
about the importers. The importer, I may say, has been under
suspicion in our hearings and has been looked upon as an undesirable
citizen. If we eliminate the importer altogether, we would neces-
sarily at the same time about eliminate the exporter.

Mr. LOOKr. I do not see how you can help it, Senator.
Senator WAtsu. And I do not think there is any desire to impute

false motives.
Senator SIMONs. I have heard it so often said around here "Oh

well, that comes from an importer."
Mr. LOOKETF. Yes; that is true.
The CHAIRMAN. I want to assert for myself-and I hope I voice

the sentiments of the committee-that, notwithstanding Senator
Simmons's statement, I am approaching these questions with an
open mind.

Senator SIMMoNs. I think the chairman is, so far as I know.
I want to clear him.

The C-ARmAN. In view of the fact that the chairman has been
cleared, the committee will adjourn at this time until 2.30 o'clock
this afternoon, at which hour Mr. Doherty will be heard, followed by

,other witnesses.
(Thereupon, at 12.25 o'clock p. ni., a recess was taken until 2.30

o'clock p. i. of the same day.)

AFTER RECESS.

Senator McCuMBER (presiding). The committee will come to order.
Mr. Doherty, I believe you are the next witness on the list.
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STATEMENT OF THOMAS Z. DOHERTY REPRESENTING THE NA-
TIONAL COUNCIL OF AMERICAN IMPORTERBS AND TRADERS,
NEW YORK CITY.

Senator SMooT. What is your residence, Mr. Doherty I
Mr. DOheRTY. New York City.
Senator SMOOT. Whom do you represent?
Mr. DonmRTY. I represent the National Council of American Im-

porters and Traders. That is an organization that has at present
over 300 members who are located in practically all the large cities of
the country and in some of the smaller cities.

I shoulklike to explain, because of some questions relating to the
character of organizations represented here, that this is no mushroom
concern, nor was it formed for the purpose of spreading propaganda.
In the early part of this year when some proposed legislation was
discussed it excited a great deal of interest among those who were
concerned, among merchants who were importing foreign merchan-
dise, and many questions were asked and a good deal of-correspond-
ence ensued. It finally became obvious that it was necessary for
them to get together and have a meeting and exchange views and
determine for themselves whether any of this proposed legislation was
or was not inimical to their interests. As a result of that the organi.
zation was formed, and it is incorporated under the laws of the State
of Now York. It is intended to be a permanent organization for the
purpose of rendering what services we can, both to the importing
fraternity and to the Government, in connection with imported mer-
chandise. From the appearance of things I am inclined to believe
that the importers will need all the assistance, both human and
divine, that they will be able to summon to their aid.

During a]l this discussion as to the proposed change in the basis of
valuation this organization did not take any stand, because the pre-
amble to its constitution declares that it does not and will not take
any stand on public questions until such matters have been fully dis-
cussed and their bearing on the welfare of the importing interests fully
considered. Consequently, our organization did not go on record as
to this matter until there was an actual concrete piece of legislation
presented.

The phase of the domestic valuation question that is presented to
the committee is, of course contained in section 402 of H. R. 7456,
which directs that imported merchandise shall be appraised for duty
on the basis of comparable and competitive American products; and
briefly, if there is none such, then the appraising officers are authorized
to use any means, or all means, or no means at all, to determine the
value. The rant of power to these appraising officers under the
second half of this section 402 is absolutely amazing; it is appalling;
and so is the responsibility which it casts upon them. Consequently,
to this section 402 I shall address my remarks.

Senator SMOoT. You would not object to having an amendment to
the House provision requiring in such a case that the importer make
an affidavit as to the price at which the goods were to be sold?

Mr. DOHETY. Senator, you do not need any affidavit. The
trouble is that the importers will not be able to give that.

Senator SMoOT. Are you opposed to thatI
Mr. DOHERTY. You can not put a prophecy in an affidavit.
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Senator SMooT. But are you opposed to that being done?
Mr. DOHERTY. Opposed to what?
Senator SMoOr. The importer making an affidavit as to the price at

which he sells tho goods in America, just the same as he is comp.lled
to-day to make an affidavit as to what the invoice price is in foreign
countries.

Mr. DoHmETY. No- there would not be the slightest objection to
that if he knew, but he could not control the future course of prices.
6 In respect to this section 402, it is utterly impractical and im-
practicable. It is unsound economically. Its not in harmony with
the canons of good business at all. Andwithout making the language
too strong, I think it is really the most monstrous piece of legislation
that has ever been put out by either House of Congress in connection
with tariff matters. It is unworkable as it stands.

Senator SMOoT. Otherwise it is all right?
Mr. DOH RTY. I have a few more things to say about it. I am

going to point out categorically some of the objections that we have
to this section 402, and then I shall discuss them. In the first place,
it does not comport with the facts and with the realities of internal.
tional commerce. It does not fit in with the transactions of business
life. It can not be made to apply to business as it is conducted and
as it must be conducted. Sconily, it will undoubtedly result as it
stands now in a substantial increase in commodity prices, and that
just at a time when labor is being deflated, wages are being reduced,
and then, again, it will arrest, to a very great extent, the ownward
trend of commodity prices to a normal level. It will bring this
result because it will, to a very considerable degree, eliminate foreign
competition.

It will especially hamper and restrict international commerce in
.this way: A great deal of international commerce consists of the
taking of orders in this country for goods to be made in pursuance of
those orders which goods are not in stock, but which have to be
made and will not enter into commerce in this country for six months
or nine months after the orders are placed. It is manifest that if the
prevailing American selling price at the date the goods are shipped
from tho other side will govern the basis of duty, the importer can not
possibly know what the prices prevailing are or will be a year or nine
month hence. Again, if there is no comparable American article at
the time this order is placed, there may possibly be one made in the
interim. So, therefore, he will not know whether his goods will be
appraised upon the basis of this comparable price or not.

Right at the very beginning I want to call your attention to the
language used in section 402. It says:

Except as otherwise provided by law, the word "value" wherever used in this act
or in any other law relating to the appraisement or the classification of imported mer-
chandise shall mean the price on the date of exportation of the imported merchandise
at which comparable and competitive products of the United States are ordinarily
sold, etc.

The first thing is what do you moan by "comparable and com-
petitive"? Apparently, the articles must be both comparable and
competitive. Now, what is the meaning of "comparable"? Not
one of the proponents of this legislation-and by actual count you
have had 25 of them before you-has ventured on a definition of
"comparable"; and many of us have discussed the matter over and
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over and we are unable to find out the meaning of the word. There
is a word going into the law without any definition attached to it, a
word that is clearly open to construction and to varied interpreta-
tions, and a word which, of course, will have to be construed by
customs examiners. Frankly, I do not L-now what it means, and
whatever it does mean, or whatever you gentlemen intend it to mean,
ought to be put into the statute. Certainly it is a confession of
impotence to write a word in the law and say, "We will get the
courts to decide what it means." You must understand that the
function of the courts in such cases is simply to give effect to your
intent. Consequently, it must be your intent that will govern the
courts. So why not express your intent right now I

Senator McLEAN. You prevent fraud by law, but you do not
express in your act what constitutes fraud? I

Mr. DOHERTY. Indeed you do. You will find it in this tariff act
right here, in two sections.

Senator McLEAN. Generally speaking, I mean; in the common law
and the statute law against fraudulent conveyances and all kinds of
fraud you do not undertake to define what acts shall constitute
fraud. That is for the court and the jury to decide.

Mr. DOHERTY. The definitions in criminal law are quite concise
and precise as well, and certainly no man was ever yet convicted of
any offense unless it was defined in the law. But, nevertheless, this
word "comparable" must be defined. There are several interpreta-
tions of it, several possible constructions. It may mean identity or
it may have a looser meaning. It may include articles that are not
identical. There is cause for litigation right away. Supposing you
were to construe it as meaning identical; that is, identicalphysically.
You would have to have an American article of exactly the same
material and the same size and for the same use and having all
physical features exactly alike. If you were to limit it to that it
would have really very little application. It is astonishing to find
from the research we have made how very few articles that are
imported are identical with articles that are made here. Nearly
always you will find some feature that distinguishes them.

Senator MoLAN. You have to find the market value in foreign
countries of similar articles.

Mr. DOHERTY. No; we find the market value of the particular
article.

Senator MCLEAN. But in the markets of the world. You may
have articles that have no market abroad; their only market is here.

Mr. DOHERTY. Yes. We do not have to compare them with any-
thing else. We do not have to determine whether they are com-
parable with any article here. In all cases now under the present
law the act of appraisement is the ascertainment of the value of the
particular merchandise that is under appraisement. This word "com-
parable," Senatorm, is really very dangerous. You mut define it.
You must say what it means.

Senator fIuCCMBER. What suggestion would you make with refer-
ence to a definition that would meet your views I

Mr. DOHERTY. I have not formed any views on that particular
thing, because I think this whole section is not workable at all. It
can not be made to run, in order words. If you wanted to extend
that provision, of course, you would have to use some such words as

I i I I hu . m Imail
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"similar" and describe the particulars in which the similarities must
be.

Senator McLEN. What difficulty would you have in assessing
your rate on the articles we had here this morning-toy trains?

Mr. DOhiERTY. That would be a matter of extreme difficulty,
although there is a difference in those trains. The American trains
were somewhat different from the foreign trains. They lacked cer-
tain features. Those features went to the essence of the valuation.

Senator MCLEAN. I think if you wore an appraiser you would he
quite capable. I do not wish to over-compliment you, but I think
you would be quite capable as an appraiser.

Senator SMoor. He was an appraiser and quite a good one a long
time ago.

Mr. DOHERTY. I have served my apprenticeship ihl the appraiser's
office.

Senator MCLEAN. I think if you had had that problem when you
were an appraiser you would have found no difficulty in handling it.

Mr. DOIHERTY. I defy anybody here to define that word "com-
parable" and make it workable. If you mean identity, why not say
so? But if you mean identity, or if you prescribe identity, then you
will have such a limited class it is not worth while to upset the wlole
tariff system of the United States.

Senator MCCUMBER. Then, you would not use it if you wanted to
make it a workable law. Now, I am trying to ascertain what you
would suggest as the best word to use.

Mr. DOHERTY. Let us get through with the destructive criticism
first.

Senator MCCuMBER. I did not know but what you could answer
that question. You say "comparable" is not the right word.

Mr. DOuERTY. I do not know whether it is or not because I do not
know what you mean.

Senator McCumBER. I am asking you what, in your opinion, would
be the right word.

Mr. DOHERTY. It all depends on what you intend to do. If you
intend that the American article upon which you are going to appraise
the foreign article must be the same, that is one thing.

Senator MCCUmBER. Those two dolls that were presented here
were not identical and yet they were comparable.

Mr. DOHERTY. They were comparable in size, for example.
Senator McCUmBER. And material.
Mr. DoHmTY. And comparable in material. If you use the word

"comparable" in connection with a substantive, if you say comparable
in value or height or weight, I know what you mean; but when you
use the word broadly without specifying in particular what it must he,
I do not know what you mean.

Senator McCumBER. We n port from Canada a great deal of
grain into the United States, wheat, known as bluestem; we raise on
this side Scotch fife, we raise on this side a grain that is called marcus.
If you would look at them you could not tell them apart. Would not
they be comparable?

Mr. DoxErTY. There are many different varieties of wheat.
Senator MCumBER. Would you not say. that one was comparable

with the other?
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Mr. DOzRTY. I do not know enough about those particular grains
to answer your question but certainly -

Senator MoCtBER. They are not identical; that is true.
Mr. DOHnRTY. No; but a hard wheat for example, grown in

Canada is not comparable with the soft wheat grown in the United
States.

Senator McCumBER. No- but it is comparable with the hard spring
wheat grown in the United States.

Mr. DOHERTY. Then you have identity.
Senator McCummcia. No; it is not the identity, because it may be

a different species, as I stated. One may be what the call bluestem
and. the other may be what they call marcus. They look very
much alike.

Mr. DojHRTY% It is one of the favored arguments of the propo-
nents of this legislation to resort to such things as wheat and copper
and cotton, things that have a world market and a world value. If
legislation were limited to them there would be no particular diffi-
culty in-administering it.

Senator MCLEAN. They constitute about what porcentago of the
entire importations?

Mr. DoHERTY. It is very slight. I think we have stopped import-
ing wheat since the 27th of May.

Senator MbLEAN. Take sugar, for instance.
Senator SMOoT. Take plaii woolen goods and plain cotton goods.
Mr. DOHERTY. Sugar pays a specific rate, so that is not affected

by this legislation at all, but we do not import any plain cotton
fabrics of any account. However, as to them, I dare say there would
not be any great difficulty because you count the threads. The
fineness of the yarns is what determines the value of those goods.
So there you have an adequate basis for comparing them. The finer
the yarn, of course the more valuable the cloth.

Senator SmooT. but it may be different in the warp and in the
filling, and it may be twilled or plain. But they are comparable in
order to arrive at a value.

Mr. DoHERTY. Again, I may be a bore, but I have got to get back
to that because I think that ought to be cleared up.

SenatorSuooT. Yes; because time is flying.
Mr. DOHERTY. I am practically. the first speaker on this side of the

question' and you have already heard about 24 or 25 on the other
side. I hope you will not limit me.

Even if you have identity, 'there are some refinements there. For
example, you take two china dinner plates, both exactly the same
size and made of the same ware. They will look to you entirely differ-
eot because of the decorations thereon, and you say those are two
entirely different thing; but they are not. But those decorations
consist of a certain number of colors and a certain number of printings,
and that constitutes identity in their production and the cost of pro-
duction. Assuming that both are equally attractive, the selling price
would be the same. We have so many difficulties in connection with
this rather loose phraseology that I felt it my bounden duty to call
your attention to it.

If, on the other hand, "comparable" does not mean identity but
permits the appraisers to use their discretion and to go far afield, then
surely you have opened a Pandora's box of troubles and evils, the
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end of which I do not believe any man can foresee. There is, I think,
somewhere in these hearings a record of 261 examiners of merchan-
dise in the United States.

Senator SrMMONs. What you mean is they may be comparable in
some respects and not in other respects, and you do not know to what
point to determine the question definitely as to whether they are
comparable for purposes of levying this duty .

Air. DoHzRTY. Precisdly. The statute as it is leaves it entirely in
the dark. There are 261 examiners of merchandise. as I said, scat-
tered throughout the United States. If you leave it. to them to say
whether one article is comparable with another, you are very apt to
find serious differences of opinion and will find each examiner working
in a different direction.

Senator WATSON. Does it not mean comparable up to a degree
that it can be substituted in the market for the one to which it is
compared?

Mr. DOHERTY. That is a still looser meaning, because you can
substitute an aluminum spoon for a silver spoon with perfect satis-
faction.

Senator WATSON. No; they must be comparable not only so far as
shape is concerned but so far as material is concerned. You can
import a pine table and a mahogany table. Are the two com-
parable? I do not think they are from a commercial standpoint,
although they might be from the standpoint of size and shape. They
are not comparable, as I understand it, from the term in this law.

Mr. DOHERTY. It is for you gentlemen to settle the meaning of the
terms. As I said before the whole aim of the courts is to ascertain
the meaning of the legislators and give it effect. Why should you
use a term which is so ambiguous and susceptible of different con-
structions and say lamely that you are going to leave it to the court
to find out what you mean? This is the time to say what you mean.

Senator WATSON. We have not said that. I do not know of any-
body that is saying we are going to put it in here with such a lame
'moaning that the courts will have to determine what it is.

Mr. DOHERTY. It is in here all right.
Senator WATSON. I thought you said that somebody on the com-

mittee stated that we were-
Mr. DOHERTY. No; I did not say that, but I did say that if you

enact it into law the way it is now you are passing it up to the courts
to decide what you mean yourselves.

'Senator MoLEAN. The courts have to'define contracts in restraint
of trade.

Mr. DOnERTY. Yes; but surely you do not want to write a statute
here every word of which has to be litigated.

Senator MoLEAN. The statutes that exist relating to tariff have
had to be litigated.

Mr. DOHERTY. No; there are hundreds of paragrapls in the tariff
law that never can give rise to the slightest bit of litigation because
everybody knows exactly what they mean.

Senator MoLEAN. It is a reasonable interpretation of the word
comparable."
Air. DOHERTY. It is a reasonable interpretation.
Senator MoLEAN. It has to be a reasonable interpretation of the

word depending upon differing articles.
81527-22-A v-18
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Mr. DoHERTr. Yes; but why do not you say what the meaning is
here I Why not define it in the statute ? Then you will not have to
go into the courts.

Senator MoLEAN. It is a difficult matter to say in the act just
what conduct on the part of a person who perpetrates fraud shall
constitute that fraud.

Mr. DonERTY. The statutes do say so and they are very success-
fully enforced, too. Without going outside of our own tariff statutes
there are section in there whichV have always been successfully
invoked.

I wish to emphasize the point that under this section 402 every
single importation can be litigated right up to the United States
Court of tstoms Appeals and even in a limited clm of cases to the
Supreme Court. 8p there you are confronting the commercial com-
munity with a law which right from the very beginning nobody
knows exactly what it means, and you have to wait to find out what
it means until you get ibto court. Every single appraisement under
section 402 can be litigated, and the reason is that a construction of
a written instrument or the determination of the meaning of words
and phrases is a matter of law for the court.

Senator SMooT. Every item of importation can be litigated. The
importer has a perfect right to protest.

Mr. DOHERTY. No, Senator; not without reason.
Senator SMooT. Certainly he has.
Mr. DOHERTY. If you have a provision-
Senator SmooT. I do not say that he can win his case, but he has

a perfect right to begin it.
Mr. DOnERTY. But he has no excuse for beginning it.
Senator SMoOT. That is another thing and he would have no

excuse under this, but he could begin it ail right.
Mr. DoIhERTY. I beg your pardon, Senator. Supposing the

appraiser assumed comparable to include similar even to a very
vague and indefinite extent. It would be the right of the importer
to bring an action to recover money that was unjustly taken from
him.

Senator DI.LUNuirAf. If it were one of that vague character would
it still be competitive?

Mr. DOHERTY. It may well be.
Senator DILLNOHAM. Do you think it ordinarily would be, if it

were so unlike it?
Mr. DOHERTY. Your statute requires them to be both comparable

and competitive. "Competitive" in some ways is also a loose word.
Senator DILLINOIAM. That meets your difficulty if they are

required to be both, does it not?
Mr. DOHERTY. No; the same difficulty would exist as to whether

both conditions have been met, whether they are both comparable
and competitive.

Senator DILUNGUIM. But where they have to meet both there
must be a considerable degree of certainty, must there not?

Mr. DOHERTY. No; the difficulty is just the same. Take the case
mentioned by Senator Watson of a pine table and a mahogany table.
They might be competitive under certain conditions. They both
answer certain conditions. If you could not get one you would take
the other, and certainly.a pine and a mahogany table would compete
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with poor people. A man would like to have the mahogany tdble
and could only afford the pine table, but he could stretch himself and
buy the mahogany table.

Senator D)LuOaum. Do you honestly think that is a fair inter-
pretotion of the questions that might arise under this tariff?

Mr. DOHERTY. Certainly, Senator. I know from experience. I
was for nine years'in the appraisers' office in New York, then four
years secretary to General Appraiser Fischer, and then for 11 years
I was a Government attorney trying cases, both classification and
appraisement.

Senator DILUNOJAM. When you held office if that question had
come up would you have considered it seriously?

Mr. DOHERTY. We had to consider all questions seriously.
Senator hLuiNOnAu. But such a question as that, the difference

between a pine table and a mahogany table being comparable and
competitive.

Mr. DOnEtTY. I did not say they were comparable.
Senator ThWilOJiAm. I want to know if you as an official would

have considered such a proposition as that seriously-that is, that
they would be both?

Mr. DOHERTY. I would; because it was very dangerous to con-
sider as frivolous any question raised. You were verylikely to make
a mistake if you assumed from the beginning that your opponent
was only playing.

As this an uage stands now it is open to construction by the court,
and it wouldbe made a subject for litigation. So, therefore, it is
unworkable as it stands.

There is another feature, namely, the price is in the principal
market or markets of the United States. That would present a very
serious difficulty in determining values.

Senator Siti~oNs. Suppose it said comparable in its use and in its
value. Would that help out anyl

Mr. DOHERTY. Well, that would result in some very strange bed-
fellows, because a great many things of widely different material and
construction and value are used for the same purposes.

Senator SpIstOxs. It seems to me that this bill means the thing
that is not both comparable in its uses and in its value. You are
directed to assimilate the value of the foreign goods to the value of a
domestic product, and unless it is comparable in value it does not
seem to fit this case. On the other hand, unless it is comparable in
the uses to which that thing will be put when we got it here, it would
not seem to fit this case.

Mr. DOHERTY. No; it would not, but it is value that you are trying
to find out.

Senator SIMos. Exactly; therefore, they must be comparable
as to value. That, I take it, would be assumed, but I do not see why
the bill should not say that. If it said comparable in valias and use,
then I think you would have a standard by which you might, deter-
mine whether there was that comparison, that relation, which this
bill contemplates.

Mr. DOHERTY. I do not know whether that would help it a great
deal, because you say comparable as to value. There is an unknown
quantity. It is the value of one thing that you are trying to find.
You assume that you know the value of an American article and you
take that value and want to ascertain the value of the foreign article
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do you not? That is what the appraisement is for-to determine
value. You would not have the value of it because that is an un-
known quantity.

Senator SiMMoNs. It is not to be assumed that we mean here that
you are to go through this process of fixing the value of a foreign
product unless that product bears some comparable relation to some
American product with which it would be sold in competition.

Senator SMooT. In other words, there is not an American merchant
that goes abroad to buy goods but what knows the value of the goods
in America and he compares those goods with the value of the goods
in the foreign land. If the foreign goods are cheaper he purcEases
them; if they are higher he will not buy them.

Mr. DOHERTY. Pardon me, Senator Smoot; that is like many
general statements; it sounds plausible, but it will not stand analysis.

Senator SMooT. Everything I have bought I have had to know
the value of, and I knew what competition I had to meet. If my
judgment was wrong I knew what would come to me, and that was

ankruptcy. And so it would be with every purchaser of goods from
a foreign country if he did not know the value of the American goods.

Senator WATSON. Of course, these goods are comparable and com-
petitive.

Mir. DOHERTY. Which goods-the Senator's goods I
Senator WATSON. Yes. This law is made to apply to comparable

goods, that is, goods which are competitive. If they do not compete
it does not matter.

Mr. DOHERTY. Then it would mean made of the same material.
Senator WATSON. No. Could not something else be made like it

and of a like quality?
Mr. DOHERTY. Of course it could.
Senator WATSON. Then, it is comparable.
Mr. DOHERTY. That is the vagueness in your law.
Senator WATSON. And it is comparable for use and for price.
Mr. DOHERTY. There is the whole trouble; we do not know exactly

what is meant by the word. You possibly have it in your mind.
All I am asking you to do is to write the definition of it and tell us
just what it does mean. Then, at least, we shall know how to pro-
ceed. You must know exactly hwhat you mean. So thisis the time
and place to say so. Do not put us through a long course of liti-
gation until we have reached the highest court in the land in order to
determine just what this word means.

Another difficulty is that it requires value to be found in the prin-
ctal markets of the United States. That presents a very practical
difficulty. Of course, the obvious answer is that we have to do the
same thing now under the present law; that is to say, we have to
find the value in the foreign market. But that is a very much simpler
process because most foreign countries are rather limited in extent
as compared with our own country. Usually in European countries
you can go from one market to another in a few hours and there can
not be any great discrepancy in the prices in the markets.

Senator SMOoT. That applies to all countries of the world, and that
is as extensive as the United States.

Mr. DOHERTY. We do not now appraise goods in the world market.
Goods take their value according to the price in the country of
exportation.
,Senator SMoT. That is the world.
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Mr. DOeRTY. If you buy goods in France, it is the market in
France.

Senator Smoor. And if they are comparable goods it is from the
country that they come to. So you have to take the market price
at places in the world from which you take the goods.

M?_. DOHERTY. I do not see that. If you are appraising French
goods you appraise their value in the principal markets of France.

Senator SMOOT. Yes; and if the goods come from Germany, it is
Germany; and if they come from-England, it is England; and if
they come from Japan it is Japan. We have to know values, I
think, in all countries of the world.

Mr. DoHz TY. But you do not have to compare prices in one
country with prices in another country. Each country is a separate
unit for appraisement purposes. Therefore, for France we only
have to kiow what the value is in Paris, Marseille, or Bordeaux.
They are only a few hours distant from each other. There can not
be any great difference in price. But take our own country with its
vast stretches of territory. The value must vary considerably in the
different markets of the country.

That reminds me of the hearings before the Ways and Means Com-
mittee of the House last winter. I remember reading the hearing
on the fish schedule. A man from the Northwest came and asked
for a rate of 3 cents per pound on some kind of salt fish. He said
he did not care anything at all about the cost of production; he only
wanted that duty because he figured that was about equal to the
freight rate from Seattle to New-York. So the whole duty he asked
for was the freight rate. He wanted to meet the Norwegian and
Scotch and Irish fish in the harbor of New York on equal terms.
That gives you some idea of the great difficulty there will be in de-
termning the value in American markets.

Senator SmooT. That is just exactly what we have met in every
tariff bill under the valuation that is existing to-day. That same
question of protection to cover the transportation to the centers of
markets has been up every time we have had a tariff bill under con-
sideration, and it will come up every time we have one under con-
sideration.

Mr. DOHERTY. That man wanted to meet the European on even
terms.

Senator SMOOT. Just the same as the California people want a duty
on their lemons to meet the freight rates from California to New York,
where the center of the trade is. There is something to be said in
favor of that if you are going to try to get that market.

Mr. DOHERTY. I only adduce that as an illustration..
Senator SmooT. But that is under existing law; that is under the

valuation in foreign countries and not an Anerican valuation. The
American valuation will simplify that considerably.

Mr. DOHERTY. But you do not have to meet any such situation as
that in a foreign country. There is no foreign country where one
market is 3,000 miles away from another.

Senator SMooT. There is. Take Germany and Japan or England
and Japan. They are much farther apart than any market in the
United States is from any other market in the United States.

Mr. DOHERTY. But you do not have to compare the markets of
Germany with the markets of Japan.

Senator SmoOT. But you have to know the values.
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Mr. DOHERTY. Of course you do, but here you do not have to make
the common value for imports from Germany and Japan, but you do
for the United States. There can only be one market value in the
country.

Senator SMooT. We can have the American value known just as
well as we can know the value of all the other countries in the world.

Mr. DOHERTY. With all due respect to you, Senator, that is only an
assertion.

Senator SMoOT. I say now without question of doubt in my mind
that the appraisers can find the American value of goods as well as
they can find the foreign value of goods in all of the different countriesof the world.

Senator MCCUMBER. Let me suggest to the Senators that there are
a number of witnesses to be heard and we are scheduled to get through
with ihem to-day. We will have to allow the witness to finish his
testimony as quickly as possible.

Senator SMOOT. I agree with that.
Mr. DOERTVY. In respect to section 402 as it stands, I want to say

that nobody can tell what the appraisers vill do tinder it. You had
before you Dr. Page, the chairman of the Tariff Commission, and you
will find on page 12 (hearing of July 25) that he said a reading
of the pending bill'does not enable him to ascertain how the appraisers
are going to ascertain the American value. That statement is from
a man with a trained mind. If his erudition and experience do not
qualify him to be able to spell out from this statute how the American
price 'is to be ascertained, how can you expect the 261 customs ex-
aminers in the United States to do it? They have not had the ad-
vantages of training that Dr. Page has had.

Again, I quote Senator McCumber in his remark that he had been
unable to find out from a diligent perusal of the Ways and Means
Committee hearings any foundation for this statute. I defy anyone
to find anything in the Ways and Means Committee hearings which
will justify this enactment that they have framed.

Senator WATSON. That is not the fault of the proposed law itself:
that is the fault of the hearings.

Mr. DOIEIRTY. The hearings are supposed to have afforded the
groundwork for this legislation. There were public hearings an-
nounced last winter. There was no hearing held on the American
valuation in the House. I should like to mention that fact.

Senator WATSON. We are aware of that.
Mr. )OIHERTY. I am going to modify that even. There were on

May 3 last, at the invitation of the chairman of the Ways and Means
Committee of the House, quite a number of people gathered there,
myself among the number, and there was a sort of symposium on
the subject of American valuation. There % as no precise statute
discussed. It was simply a sort of an abstract proposition.

Senator WATSON. You can not complain of what we are doing.
We are giving everybody a chance to be heard here.

Mr. DOHERTY. Yes, indeed.
Senator SIMNtoNs. Suppose you were required to find the American

valie of wheat. Which value would you take, the Chicago value,
the Baltimore value, or the value that the farmer gets for it? I
notice in the papers certain quotations from Chicago. I figured the
other (lay the price of wheat in Baltimore and I found it was much
less there; and there is a mill not far from where I live, and I inquired
their price, which I ascertained to be 20 cents less than it was in
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Baltimore per bushel. Take cotton. What market would you
select? In iiw York cotton is quoted now at about 13 cents. The
same cotton would be quoted at probably any of the southern ports
at about 10 cents. That would be quoted probably at the farm at
about 9 cents.

Senator SMOOT. Let us go and buy cotton. We will make more
money than we can in any other way.

Senator SiMMoNs. That is a facm, cotton sells all over the South
for two and two and a half cents less than it does in New York. I
am just asking what value the witness would take as to wheat. Mr.
Doherty, would you take the Chicago value, would you take the
Baltimore value,'or would you take the value of the wheat on the
farm?

Mr. DOiiERTY. Frankly, I can not answer that question.
Senator SIMsMos. Is not that one of the difficulties?
Mr. DOHERTY. That is one of the most serious difficulties.
Senator. DILUINO 1AM. If that cotton were received at New York

would there be any difficulty in determining what the market value
of cotton was at that place?

Senator SMlooT. There would be no difficulty in determining what
it would sell for in New York. Ie is required to ascertain the
American price--

Senator ILLINOIIA1. At the chiel market, etc.
Mr. DOhERTY. In the principal market or markets.
Senator SMOOT. That is not a mill down in North Carolina.
Senator SIMMONS. They are among the principal markets.
Senator SMfOOT. Do you mean for wheat?
Senator SndIMfos. No; for cotton.
Senator McCuMBER. I suggest that the witness be permitted to

answer this one question. That is a fair example. Minneapolis is a
great center for wheat in wholesale quantities. So is Chicago, and
so is Buffalo. Now, there are three great wheat markets. Suppose
that the prices were different to-day. in each one of those markets.
Which one would you take on a given day, or would you add the
three together and divide the three in order to get an average?
What would be your system of determining the market value under
the provisions of the bill?

Senator SUTHERLAND. The difference is almost entirely a matter
of frei gIt rates in regard to wheat?

Mr. DWOHERTY. Not entirely.
Senator McCUrMBER. No; everything sold on the exchange goes up

and down according to certain influences of bulling and bearing the
market, and they fluctuate very materially between those three
points in prices. Under the bill, how are you going to arrive at what
the value would be in those three principal markets on a given day?

Senator SIMoNs. Will the Senator permit me to supplement this ?
, New Orleans is a great cotton market, and New York is a great cot-
ton market. I think it is notorious that the New Orleans price is
very much less always than the New York price. Which of those
two would you take?

Mr. DOHERTY. Supposing two cargoes of cotton happened to
arrive just about the same time, one in New Orleans and another in
New York. They are both principal markets, if you like; but the
price is different in each market. This bill does not throw any light
on that. I submit that this bill (toes not afford any answer to that
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question at all; nor can we find any answer in the reported decisions.
There have been decisions defining the principal markets. In one
of those decisions there was a question as to the market value of
some dyestuffs.

Senator SMOOT. I do not know why you are discussing it, because
cotton, if it had any duty, would have a specific duty, and wheat has
always had a specific duty.

Senator S-imhoNs. It is just an illustration of the difficulties they
would have.
- Mr. DoHm.RTY. Yes; I understood that was the purpose of the

question. If we assume that cotton had an ad valorem rate, for
example how would you appraise those two cargoes, one arriving at
New Orleans and one arriving at New York, both of them being
principal markets of the country

Senator SMooT. I do not think there would be an difference in
the two markets at all. I do not think there is any dierence to-day
in the different markets. On the retail price there would be, and
when you sold to the mills there would be.

Senator StaMoNs. I venture to say that you can not find in a year's
examination of the market reports in New York and New Orleans
and Norfolk one in which there is not a difference as to the price in
all three of those places.

Mr. DOHERTY. Even a slight difference would make a ver con-
siderable value in the appraisement of the merchandise, an with
the very high basis of valuation that you are adopting here the rate
of duty imposed would result in a substantial sum of money. So it is
not an idle question or a mere academic question; it is a very practical
question. Above all, I think it is an uncertainty that pervades
every part of this section. A man does not know what is going to
happen. A merchant does not know what his costs are going to be.
He does not know what his goods are going to cost him landed.
The business world Already is in a condition of great confusion and
disaster. This will only precipitAte a chaos in which the customs
officials and business men will be floundering around helplessly.
It is a most inopportune time to change this system of valuation.

Senator SMOOT. Other countries have no trouble whatever with it.
Mr. DonERTY. Other countries are not trying such a thing as this.
Senator SMOOT. I am going to put in the record a list of the

countries that are doing it now and have been doing it all the time.
Senator SiMMoNs. I think, Mr. Chairman, the committee under-

stands Mr. Doherty's position on this phase of the matter. There
are two other important phases that I would like to get him to discuss.
The first question is one that was discussed here this morning. It
relates to indervaluation. The second question relates to exchange.

Mr. DOHERTY. That undervaluation is a bugaboo that has been
invoked at every tariff hearing since time out of mind. There have
always been allusions to undervaluation, but no man has yet come
forward with any concrete facts in that respect.

Senator MCLEAN. Let me call your attention to one now. This is
taker from the official statistics of imports and duties, and it relates
to the valuation of silk and the manufactures of silk. Take sewing
silk and silk thread of every description. Under the act of 1897, in
1910 the value per unit of quantity withdrawn was 76 cents per
pound.
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Mr. DOHERTY. Pardon me. You said under the act of 1897 and
in 1910. How could that beI

Senator MCLZAN. I am speaking now of the act before the Payne-
Aldrich Act went into effect.

Mr. DOHERTY. That was in 1897.
Senator McLEAN. Yes; the act of 1897.
Mr. DOHERTY. Well, how could the importations be of the year

1910 when you had a new act on August 5, 1909?
Senator McLEAN. In 1908-9 the ad valorem rate on this product

was 30 per cent.
Senator SiMmoNs. That was the Dingley rate I
Senator MCLEAN. Yes. It was valued at 76 cents per unit. That

same year when the Payne-Aldrich Act went into effect this product
carried a specific duty of $1 per pound. This same product came in
that same year at $2.99 a unit. The value of this product withdrawn
from the customhouse was increased from 76 cents a unit to $2.99.

Mr. DOHERTY. How about the respective quantities?
Senator MoLEAN. This is the average on this article, sewing silk

twist, floss, and yarns of every description. In 1914 the duty changed
from a specific duty of $1 per pound to 15 per cent ad valorem. In
1918 the process of reduction continued until it came in at $1.63 per
unit, and it had increased in value more than 300 per cent during
that time.

Mr. DOHERTY. Under an ad valorem rate it came in at $1.63 per
unit?

Senator McLEAN. Yes; that is the unit value, and it had increased
in value over 300 per cent, whereas in 1913, under a specific duty of
$1 perpound it came in at $2.99.

Mr. DOOHERTY. That is taken from the book of statistics of imports
and duties?

Senator McLEAN. Yes. How are you going to explain that?
Mr. DOHERTY. You can go through that book taking one article

after another, and you will find most amazing inconsistencies. I have
often noticed that myself. I have gone through it time and again
and I have seen the same articles some times at 20 cents and some
times at $2. The only surmise I can make is that they are due to
varying conditions of trade or extraordinary transactionS.

Senator SMOOT. But it always happened when an ad valorem duty
is assessed and following a specific duty, or vice versa. It always
happens when that change is taking place.

Mr. DOHERTY. With all due deference to you, Senator, have you
gone through it so carefully that you can say it always happens thatwad ?.aSenator SMOOT. I have not gone through it every year, but I know

that whenever a change is made in the rate of duty that same thing
happens, particularly with silk.

Mr. DOHERTY. Goods that pay a specific rate of duty are not
appraised at all, as a matter of fact.

Senator SMOOT. Yes; we appraise them and they are appraised
when they come in on the invoice so as to keep the amount of im-
portations into this country.

Mr. DOHERTY. They are not appraised with the same exactness.
Senator SMOOT. They give the actual value, I think, then, but

when there is an ad valorem duty they get them in here as cheaply
as they can.
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Mr. DOHERTY. That may be entirely legitimate.
Senator SMOOT. You were here in 1909, were you not, when we

were making the tariff
Mr. DO ERTY. I was with the Ways and Means Committee;

I used to come over here to see Senator Aldrich.
Senator SMOOT. You know we had quite a time then with this

undervaluation proposition, and I think you were interested in it at
that time.

Mr. DOHERTY. I am very deeply interested in it.
Senator SMooT. But you say it is all a bugaboo.
Mr. DOHERTY. I did not say that.
Senator SMOOT. I thought that was the word you used.
Mr. DOHERTY. I said that great bugaboo of undervaluation is

always raised and is being played up now to the nth degree, but I do
not think it is justified by any thing in the way of facts or records.
I know something about tbat, because I was fighting undervaluation
for 11 years. In fact I was very much surprised to see appearing
heie the other day an American manufacturer whom I had prosecuted
for undervaluation and recovered a pretty good judgment.

Senator SIOOT. That fellow was an importer ?
Mr. DOHERTY. That is when lie was moving over to this country

and bringing his machines in. Now, he is accusing everybody else
of that rascality, just the same as sonro others herel have done. But
there is not any such great amount of that undervaluation as people
would have you think. That has been advertised very largely.
I recall seeing in these hearings what was said to be a copy of a
speech delivered to the Berlin Chamber of Commerce. I recognized
t at as an old friend. I took the trouble to go through my ol tariff
papers, and I found one pamphlet which contained that speech.
It was not dated. However, I could tell from the contents that the
pamphlet was printed while the act of 1897 was in effect.

Senator MCCUMnER. Mr. Doherty, you and the Senators together
have now consumed one hour out of the two and a half hours that
we have allotted for this afternoon, and there are eight other wit-
nesses. So, I think that you will see the necessity of making your
statement as brief now in closing as may be, so as to give these
others an oppoftbnity.

Mr. DOHERTY. Senator, it has been my effort since I started to
make it brief.

Senator McCUMbEa. I stated that "you and the Senators together."
Senator MCLEAN. I do not think he is responsible for the time

consumed.
Senator McCu.MBER. Certainly not.
Senator SIMMONS. I want to say that the reasons I have asked him

questions and the reason I asked him more questions than heretofore
is because out of the great number of witnesses who have appeared
he is tho second witness who has'appeared hero against the American
valuation plan since I have been attending the meetings of the com-
mittee. I was not hero every day last week.

Senator WATSON. He is a man of large experience.
Senator SIM3oNs. He is a man of large experience. I think, in

view of the fact that there has been so much testimony of so many
witnesses in favor of this, that when we get a witness here who
opposes it we should give him ample opportunity, and we ought to
ask him questions.
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Senator MCCuMnEB. We have a little responsibility to those other
witnesses who have been subpoenaed to be here to-day and to give
their testimony to-day, and who probably have business in other
sections of the country. And my appeal was rather that we allow
this .witness to complete his testimony rather than the testimony of
Senators.

Senator McLEAN. If he has any suggestions on the subject of this
plan, I want to hear it.

Mr. DOHERTY. I am answering now one of the questions propounded
by Senator Simmons-that is to say, about undervaluation-and,
just as showing the quality of the propaganda against undervalua-
tion, I was about to cite this supposed speech made in Berlin in 1905,
which was trotted out before the Ways and Means Committee when
Mr. Payne was chairman, in hearings under date of December 1,
1908. Once more when the Simmons-Underwood bill was under'con-
sideration it was printed in the hearings without any date at all;
that is, in 1913. I find also that under date of November 6, 1917, it
was once more presented though the Tariff Commission when it
was considering this change to the domestic valuation basis. Again,
you will find it in the hearings held last winter by the Ways and
Means Committee, and, finally, here it has bobbed up.once more.
without any date, in the hearings of last week.
I submit that is not evidence of undervaluation. It looks terrible

on its face, but that has no probative value now.
Senator McLE AN. You will admit that when a standard product

like silk thread is increased in value over 400 per cent in a single
year because of the change from ad valorem to a specific rate of
duty that it looks "terrible."

Mr. DOHERTY. No; it does not look terrible. I have thought out
that it can be explained on perfectly legitimate grounds. It is
impossible in my mind that there should be any such gross under-
valuation as that, because to admit that would be to convict our
appraisers of being fools, imbeciles, idiots, or worse.

senator SMOOT. Undervaluation in china has been just about as
bad.

Senator SiMtitoxs. Has the amount of undervaluation, assuming
that there has been some abuse in the matter of undervaluation
heretofore, and I think there is, because, as you say, that constantly
when these tariff duties have been up there has been some talk about
undervaluation, some discussion on that subject-but we have
never come to a plan as a result of those discussions-is that evil
any greater to-day than it was when the Underwood tariff bill was
adopted, and the Dingley bill was adopted, or when the McKinley
bill was adopted, and when the Morrill bill was adopted?

Mr. DOHERTY. I say unhesitatingly, no. I think that by this
time the appraisers have become more and more skillful in their

,duties and their quality has been very much improved. I might
say of their knowledge on foreign values, it is almost uncanny, and
the sense of values they have acquired in the course of their training
is marvelous.

Besides that-always excepting the war conditions-our sources of
information are getting better; they are not as good as they ought
to be. But that can be remedied by increasing the number of agents
that we send abroad, and also, ifI may say, in being particular
about their personality. Right on that point 1 want to cite some-
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thing that is absolutely authentic. Only a few days ago in New
York I met Examiner Patton--Senator Simmons may remember
him-who was assigned for his committee in 1913, from the New
York appraisers' office, a very high-grade man, one of the best
examiners in the whole service, who had just returned fron) the
Madeira Islands, having been sent over there to look into the pro-
duction of Madeira embroideries and their proper appraisement and
he told me that while he was there he was not only shown freely all
of the books of the men who export to America, but even the Swiss
and French firms opened their books and told him to go right through
them. There is no doubt in my mind that with men of a propAr
personality we should be able to secure all the information that we
reqmire abroad.

Senator SHiooT. Do you mean to go into the books to learn what
the cost of these things is ?

Mr. DoitERTY. I think so far as determining the actual sales prices
are concerned, yes. I think they will show you the books.

Senator SMoOT. I know that two of the representatives of two of
the very important Governments, when the emergency tariff bill was
up, came before the committee and said their countries did not want
any such legislation, and that they would retaliate if it was under-
taken to be put into law.

Mr. DOHlERTY. And that is quite right. I do not think you ought
to put it into the law, because as it is in that law now it is wholly
inoperatirie-tho one that requires exporters to show their books.
You provide there that if an exporter fails .to show his books, the
man who receives.his goods here is going to be punished. That will
not stand in law. I know that I am surrounded here by lawyers, but
I make that statement without any hesitation. You can not punish
A because, B can not compel C to do something. The transaction
between the American buyer and the European seller may be com-
plete. There is no longer any privity of interest between them.
Now, then, can the American purchaser compel the foreigner to show
his books to a special agentI Ho can not do it.

Senator S.iooT. I agree with you.
Mr. DOnERTY. You can not punish me because I do not compel

my foreign venider to do that.
Senator SnivioNs. It has been claimed here that our great trouble

is in Meeting German competition, and it i, claimed that that is
because Germany is now making goods so very cheap, that even
they are cheap as compared to the cost of producing those goods
before the war; that they are selling very cheaply in the foreign
markets, which market price you would have to take in appraising
now. I want to ask you this direct question: Do you know whether
the German goods that are loein imported here now are valued at
more or valued at less; that is, whether they are invoiced at more or
invoices at less than those like goods from Germany were in the
days before the war?

Mr. DonERTY. As to that,, I can refer you to the archives of this
committee.

Senator SIMMONs. Are they making then very much cheaper now
than before the war?

Mr. DOnTEirY. That question ought to be considered rcs adjudicata,
so far as this committee iso concerned. It has been tried out before
this committee in April last in the hearings on the antidumping bill.
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Good, high-class evidence was presented here showing that in point
of fact. German goods are being imported into this country during
this present year at higher prices in dollars than they were in 1014.

Senator SIMoNS. In gold dollars?
Mr. DonERTY. Real money, gold dollars, yes, sir.
Senator SIMmoNs. Therefore, if goods are selling cheaper in Ger-

many now than they were before the war, they are being overvalued
here instead of undervalued.

Mr. DOnERTY. That simply is not so. I have enough personal
intimate knowledge of merchandise from that country to be able to
say that the prices are ever so much higher than they were before the
war.

Senator WATSON. In goldI
Mr. DO ERTY. Always in gold.
Senator SMrooT. But not as high as American goods?
Mr. DonERTY. Then, simply, you have cause for the application

of a now differential. If the difference between them is not suffi-
cienfly bridged by the duty, you will have to raise the duty.

Senator SMooT. But in these very goods you are speaking about
as being imported into this country at higher value, you know that

• Germany places as high as a 100 per cent tax upon those goods
exported. If they want to cut. the price, Germany can reduce 100
per cent, and she ivill do that if it is necessary to get the market, and
that is why the goods, some of them, come into this country at
higher prices than she is selling her goods right in her own home
market. You know that to be the case?

Mr. DOlERTY. I know it.
Senator SmooT. And that tax is imposed upon the goods that are

exported. But if it becomes necessary to meet the competition in
this country, she vill do that.

Senator SIMmoNs. We are inquiring right now as to the question
of undervaluation. If Germany is invoicing these goods here very
much higher than they sell for in Germany, then that is not an
undervaluation; that is overvaluation, is it not, for the purpose of
taxation?

Mr. DOnERTY. It certainly is.
Senator SIMMONS. And t'hat is what we are discussing here-

undervaluation for taxation here, or overvaluation for taxation here.
Mr. DOHERTY. When those goods are invoiced at such high prices

the Government gets higher duty and the American manufacturers
get high protection. But, as I said before, that is all in the records
of this committee. I refer you gentlemen to the hearing of April 22
last on the bill 11. H. 2435, where there is a full statement, name, and
description of the exhibits, and the proof positive that the goods are
being bought now in dollars at higher valuation than thley were
before the war. That has been proved to a mathematical certainty,
and it does not make it any stronger to say it over and over again.

Senator SIMMONS. The season I wanted that repeated to-day was
that I was afraid some of my colleagues on the committee had for-
gotten it. [Laughter.]

Senator SMbOOT. In reference to comparison of cost of goods in
1914 and to-day, of course, there is no comparison. It cost us 100
per cent more to make goods in this country. That is not the
question.
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Mr. DOnERTY. Oh, on some products 200 or 300 per cent. The
German cost has gone up 400, 500, 600, and 700 per cent--in some
instances 10 times as much.

Senator Sstoor. It may be on a piece of lace; but not the regular
goods which people buy.

Mr. DOnERTY. I am not surprised if Senators have forgotten,
because for the last week it has been dinned into their ears that
Germany is getting labor for nothing and shooting goods over here
at a fraction of their prices, as much as to say the appraisers are all
asleep; in fact, some of the domestic witnesses had the affrontery to
say that the appraisers did not appraise at all. And some of those
fellows were in combinations hero to keep up the prices and (luring
the (lays of the war, when they had things all their own way, they
were a mighty autocratic class.

Senator SMOOT. You better give the names.
Mr. DOnERTY. The toy manufacturers, Ives, Lionel, and others.

They have not given the names of the undervaluers. They ought to
do it. The chief special agent is in this room and has been her6 for
some days. Men appeared here and talked glibly about under-
valuation. Why do they not notify him, and he will get after them
right quick. That is what he is there for. I wish he would get
the collector of the port of New York to subpoena some of these
men to make good on their talk, which, I believe, is done with
deliberate purpose to deceive this committee.

Senator WATSON. Congressman Mott made a speech in the House
on the 14th of July, on page 3955 of the Record, where he starts in
and gives one instance after another of undervaluation. I do not
know anything about it. My attention has just been called to it-
mostly on importations of china.

Mr. DonERTY (looking at the Congressional Record). That is all
ol stuff, on importations of Limoges china from France.

Senator WATSON. You do not suppose that that Representative
goes back to 1910 and gives that by way of illustration?

Mr. DOhERTY. He (foes-1908 and 1911-all ancient history.
That is what I say, all this old stuff is brought up all the time.

Senator WATSON. Then it is not very valuable evidence.
Mr. DOHERTY. That is of no use; it is a closed chapter. Some of

those men were punished and some escaped punishment.
Many of those actual undervaluations do not involve any moral

turpitude at all; they are merely technical. Sometimes a man who
has made a purchase does not know that three or four others have
had to pay more than he has. le is a very good buyer, and minding
his own business strictly, quite satisfied toget agood bargain. Yet the
first thing he knows, when.his goods arrive in New York, they are raised.

I had the same experience myself, if you will bear with me a
moment. During the war of course, the supply of fancy goods from
Germany was cut off, and particularly these lass halfs which you
hang on Christmas trees. I ierefore tio hou1sel was connected w ith
resorted to Japan, and a imian weit over there in good time to get
goo( prices, placed orleni, and they proceeded to fill then, and we
had several shipments. Then anuiher shipment came along, and,
lo and behold, we were raised about 50 per cent, because tho up-
praiser thought our ,.goods were too low; and successive shipments
were so advanced. f was quite at a loss, but finally it turned out
that those Japanese manufacturers had actually taken the goods

U II
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which they had made for us and which they had contracted to sell to
us for low prices, and had sold them to some eleventh-hour customers,
the big department stores, who had rushed over to buy goods for
Christmas, and offered almost any price. 'T'hese canny, Japlneso
sold to them the goods that belonged to us; and for thai reason we
lost not only the merchandise, but we were jacked up by the appraisers
and suffered several thousand dollars penalties.

That would he included, Senator, among the undervaluations. But
it is purely a technical undervaluttion. Under a law that tempered
justice with mercy, wo ought to have been excused from any penalty.
But the law is inexorablo and there could be no exception made:

Senator SmooT. I do not think that is undervaluation at all.
Senator WATSON. When tourists come back and bring in goods,

are those goods appraised on their wholesale or retail valuo
Mr. DonERTY. Theoretically on the wholesale price; that is the law.
Senator WATSON. Whitt do you mean by "theoretically?" It is a

practical question.
Mr. DonE RTY. The law says the duty shall be imposed upon the

wholesale prices.
Senator WATSON. The law squarely states that?
Mr. DOhERTY. Oh, yes--at the usual wholesale price.
Senator WATSON. I did not, know that; that is something new

to iMo.
Mr. DoiEnTS. A great many passengers do not know it, and in

the rush of passing baggage it (toes not come up. But the next time
remember that, that you are entitled to have the goods appraised on
the wholesale price.

Senator Sim. os. Mr. Doherty, are you going to address yourself.
to the other objection, growing out of difference in exchange?

Mr. DoHlERTY. I do not, think that is necessary, Senator, because
upon that I call your attention again to the hearing of April 22. That
was all fully covered. There has bon no change in the conditions
either in this country or in foreign countries since then.

I am sorry to say that a neighboring Government, Canada, has
followed the evil example that the House of Representatives set at
that time and has enacted a currency law which forbids any depre-
ciation of more than 50 per cent. They already feel they made a
great mistake in that. I was in Ottawa two weeks ago and talked
with the commissioner of customs there in connection with that.

Senator SIMMoNs. What was that law?
Mr. DojHERTY. They provided that the collector of customs shall

not permit any greater depreciation than 50 per cent from the pro-
claimed value.

Senator SMxooT. Twelve cents a mark?
Mr. DOHERTY. 'Thvelvo cents a mark, or 9 cents a lira. The result

is that they have shut out goods from Germany, Italy, Austria, and
,thoso central European countries generally. There is a very striking
similarity between the environments of tariff legislation in the two
countries. At the elbow of the minister of finance there was a repre-
sentative of the Canadian manufacturers who egged him on to this,
and he accepted the advice of the Canadian manufacturers' repre-
sentative against the advice of the minister of customs and the com-
missioner Rf customs. They warned him that the legislation was not
advisable, but he chose to ignore their advice, and te result is that
they are not getting the goods they want. Instead of getting a large
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revenue from those goods, which this interested party assured the
ministers they would get, they are getting none at all. And they
listen with a very sympathetic ear to suggestions that there might
be some way to bring those goods in in another way.'

Senator SMOOT. I received a letter the other day in response to a
letter I wrote as to how the law was working up there-this very law-
and stated very differently from what you nave said, and I do not
know but that I had better put it into the record.
. Mr. DOIIERTY. If it is contrary to what I say, it is contrary to the

statements to me by the Canadian commissioner of customs. I was
talking to him personally.

Senator WALsh. I suppose itdepends upon whom you write to.
Mr. DoRERTY. Yes. But when you got to the commissioner,

who is at the head of the service, you know whom you are talking to.
There are a great many more things I would like to dilate on.

I wish you would lend me all the time that was occupied by the 24
orators in opposition.

Senator McCuMBER. There may yet. be six or eight witnesses to
test'ly on the same side you do.

Mr. DOhERTY. I judge not, from the list. Appearing as we do,
we are acting upon the suggestion and request of Senator Penrose,
who asked that we nominate one or two to speak, and not to have a
whole lot of orators to say the same thing. We complied very
literally with that request. There have only been three witnesses
who appeared on our side, and two of those were attorneys who
had been specially employed by importers who wished to have their
own representatives. But for all the rest of the importers of this entire
country we are speaking.

Senator WATsON;. W -at other points have you to make I
Mr. DOnERTY. I would like to advert to some of the testimony that

was given by some of these men who testified; for example, that man
de Jong, who held the floor two hours last Wednesday, and who
brought up as an example for the necessity of changing the valuation
a ile fabric that he said he used to get from the firms in Shelton-the
Bfumenthal firm in Shelton, at $4.50 a yard--and he found he could
buy it in Germany at $2 a yard; whereupon the American dealers
were obliged to reduce their price to $3.50. He left you with the
inference that they were obliged to cut prices very materially because
of the excessively low prices of the German product. ie left you
with the wrong impression. He did not figure in all the elements
that go to constitute cost. As a matter of fact, that German product
landed, duty-paid at $4.40, and there was not any need at all for the
Shelton manufacturers reducing their price from $4.50 to $3.50,
because he did not figure in the gross profit at all, nor did he figure
in the transportation charges. ie put down the naked foreign cost,
plus the duty. And that is the same sort of dissimulation that runs
through the arument placed before you by these interested parties.

I do not think that that is quite the fair way to treat the committee.
You are laboring under tremendous difficulty. You do not swear
the witnesses, and you have no one to cross-examine them, and I
think it is only fair that men who come up before the committee
should be truthful in their statements, and should state outright just
what the facts are, so far as they know them, and not leave the com-
mittee under the wrong impression.

'co p. 32.
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Senator McLEAN. Is it your view that we can provide protection
against German importations under the present plan that will not
operate as an embargo against importations from high-cost countries?

Mr. DOiHnTY. I am glad you asked that question, because I have
been desiring an opportunity of clearing up this question of competi-
tion between foreign countries. What do we care about competition
between one foreign country and another? I

Senator WATSON. What' we want to do is to protect our own
country. Since you are asking that question, how are we going to
protect this country under those conditions?

Mr. DOHlERTY. How are we going to protect American manufac-
turers from Germany without imposing an embargo against the high-
cost countries? I say, we do not care anything about that.

Senator MCLEAN. You have just said that Canada has adopted a
plan by which she has prevented the importation of goods she needs.

Mr. I)OHERTY. Yes.
Senator McLEAN. If we adopt a plan that. operates as an embargo

against all countries but Germany, may we not be in precisely thesame position Canada is in regarding importations from other coun-
tries that we need?

Mr. DonERTY. I do not see why there is any more necessity of
enacting such a tariff than ever before. All ad'valorem duties bear
unequally on the different countries.

Senator MCLEAN. Then you favor a continuation of the present
plan ?

Mr. )OlHERTY. Certainly.
Senator MCLEAN. And you offer no alternative?
Mr. )OHERTY. 1 say it is no affair of ours how much foreign

countries compete with one another. Why should this committee
tax American consumers to benefit England or France as against
Italy, Germany, or Jay an?

Senator WATSO.N. V hy should we devise a tariff to permit imports
from Germany and shut out all the other nations of tflo world ?

Mr. )oHERTY. That is the result of natural causes; that is some-
thing we can not help.

Senator WATSON. It resulted that way.
Mr. DohiERTY. Why (1o we care about that
Senator WATSON. We do.
Mr. DoihERTY. Why, should you? Why should not we get the

benefit of competitioAi between foreign countries?
Senator WATSON. 'rhen why not put up an embargo against

Germany and the other nations at the same time?
Senator S ooT. Why not put an embargo against our own manu-

facturers and buy Geriman goods entirely?
,Mr. DoimnFT." That is all airy persiflage. We ouight to have the

benefit of foreign competition of foreign countries. Yf we go o buy
any foreign goods we ought to get them as cheaply as we can, always
having a proper protective duty. In other words, I say the propereconomic principle is to let ever$ foreign country (1o that which it
can (to best. T hen we get the benefit of it, and we can adopt an
adequate tariff so far as the American industries are affected. I
can not see for the life of me----

Senator McCuxnimit (interposing). Suppose an article were pro-
duced in Japan for $1- it took $2 to prod ult it in France; and we
put a tariff only so high hut what tIe French inerclant can still
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import into the United States. Suppose we charge the French
merchant 50 per cent on his $2; that would be $1. Could not the
Japanese pay that $1 and still compete with the French?

Mr. DonERTY. Why, of course.
Senator MCCULmBER. Then what objection would there be to com-

pelling Japan to pay the same price, upon any theory that we would
charge the Frenchman -whether upon ad valorem basis or whether
on a specific basis ?

Mr. DonERTY. That is not the same thing at all. The Senator
asked me if there was not some way by which you could equalize
the production costs of foreign countries so that their landed cost
here-

Senator WATSON (interposing). Oh, no- I did not ask you that.
Mr. DonERTY. You take a series of different amounts and you

add a like amount to each one, and you do not change the relative
position-one is still hi her than the other.

I just had one of thoso little things figured out here, Senator.
An article was selling in the United States at $1 and it would have
been 70 cents in England, 60 cents in France, 50 cents in Germany,
40 cents in Japan. If you impose the same duty on all of them;
that is, a duty of 50 per cent on $1, the American selling price is
50 cents-you simply add 50 cents for each one of those amounts.
That does not make any relative difference. Japan still has the
advantage. The order still stands, Japan, Germany, France, and
England. As a matter of fact, you have put a higher burden on
that country which has already the highest cost. What consola-
tion is it to that country to know that the low-cost country has
also bcen advanced? None at all. Really, I can not take that
seriously at all.

Senator WATSON. It costs less to produce goods in Germany than
in any other country in the world right now?

Mr. DoPERTY. No.
Senator WATSON. Considering the rate of exchange, it costs less

to produce goods in Germany than any other country, except Japan.
Now, if we Out a tariff on sufficient to protect the American manu-
facturer against those low-priced goods, can any other country ship
their goods into this country?

Mr. DOHERTY. Yes.
Senator WATSON. How.
Mr. DOHERTY. Because it is very rarely that you will find exactly

the same article shipped into this country from different countries.
Take, for example, laces-

Senator WATSON (interposing). Does not Germany ship practically
everything into this country

Mr. DOHERTY. Not at all.
Senator WATSON. All woolens and cottonsI
Mr. DOHERTY. We had no woolens from Germany for a long time,

and no cottons either.
Senator WATSON. We have had some cottons, of course, we have.
Mr. DOHERTY. We et laces from Nottingham, England; we get

laces from Calais. in Franco-I am taking normal times. We get
burnt-out laces from Plauen in Germany and Barmen in Germany.
We also get some laces from Belgium and from Italy.

That is all lace, but it is not the same thing; it does not compete;
the Nottingham is entirely different from the Calais and the Plauen



AMER OAI VALUATION.

lace, and the burnt-out article is different from the other, and the
Belgian and Italian are mostly handmade laces.

Senator WATSON. And the things that Germany is sending into
this country are unique to Germany, and other countries are not
importing those things.

Mr. DOHERTY. That is altogether too sweeping. I say this, as a
general rule there are such differences between the products of those
various countries each one can go along side by side; each finds its
own market. Where the goods are absolutely identical there is no
hope; the lowest country will then win out. And that is very much
to the advantage of our American consumer, and if that country is
able to supply all our legitimate demands, and you levy sufficient
duty to protect the American manufacturer, that situation is ideal.
You are satisfied. Why should you care that if in the meantime the
products from some higher-cost country are shut out? How is that
any concern of ours I do not see it at all-America first.

Senator WATSON. Is not thnt Germany first?
Mr. DOHERTY. No, no.
Senator WATSON. Are you a free-trader?
Mr. DOHERTY. No, indeed; I am not.
Senator WATSON. Are you a protectionist?
Mr. DOHERTY. I am.
Senator McLEAN. That is Germany first, last, and all the time.
Mr. DOHERTY. I am straight-out Republican, and expect to con-

tinue to be one, and I am a protectionist. But I do not believe in
any more prohibition than we have now. (Laughtor.] We do not
want any country-

Senator WATSON (interposing). When you speak of "prohibition"
you touch a tender cord in the audience. [Laughter.J

Mr' DOHERTY. I may say I have some little sensibilities myself.
Senator WALSH. If you undertook to make a tariff law upon the

basis of keeping out of this country the products of the low-cost
countries, are you not leading directly toward confining every
country in the world to its home market for its business?

?&. DOHERTY. Practically, yes.
Senator WAL.sn When you begin to say we must shape our tariff

so that the low-cost producing countries can not come in you are
practically putting up an embargo and leading toward each country,
only producing the amounts of goods its own people can consume.

Senator SSIOOT. That would be the case if we had absolutely free
trade in this country on everything. That same reasoning would
apply if there was not a tariff in existence. If Germany can make
goods cheaper than any place in the world, Germany wilf control the
commerce of the world, as far as she can produce those goods.

Senator WALsH. J have some sympathy with the suggestion that
we should not be obliged to compete with those countries that pro-
duce goods that are made in America at a lower cost or less cost.
But I do not see why you consider that factor in drafting your tariff
law to prevent those goods coming in. I do not see whyyou are not
bound to go step by step toward putting up a wall an ddoing away
with export business with every country in the world.

Senator S1OOT. The American valuation, in my opinion, is the only
possible thing to equalize that. The question of whether it is a
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tariff wall depends upon the rate we put in the bill, but the American
valuation will equalize between Germany and England and France.
One will have just as good a chance as another, as far as the amount
of duty that will be imposed is concerned.

Senator WAIms. The goods then will come from the lo-r-producing
country.

Senator S.M OT. Of course, they will-free trade, tariff, anything.
Mr. DOnERTY. This new scheme does not. cure that condition at

all. It simply provides that all pay the same amount of duty.
Senator SstooT. That is what it does.
Mr. DOHERTY. Production cost remains; landed cost remains.
Senator S.MOOT. But it does give our American manufacturer a

chance to manufacture goods in this country in comparison with the
lowest-

Mr. DOHERTY (interposing). It simply gives additional protection.
Senator McCutMBER. It gives us a greater amount from the lower-

producing country.
Mr. DOHERTY. It also exacts a greater amount from the higher.
Senator MCCTMBER. Suppose we leave that practically the same.

We would still get a proportionate amount from those whose home
prices were much below the higher prices.

Mr. DOHERTY. I do not see -ow you can leave the low producing
countries alone.

Senator MCCUMBER. Suppose we have an article produced in
Great Britain for a dollar, and we will say a dollar is the American
price here, and we charge 10 per cent--10 cents. If the same goods
are produced in Japan, we will say, for a half dollar, and we charge
10 per cent ad valorem, why, on the ad valorem price they would
only pay 5 cents; whereas if we take the American price you pay 10
cents just the same as the British?

Mr. DOHERTY. Exactly.
Senator McCuMBRH. And then we get 5 cents more on that par-

ticular article, would we not, from Japan ?
Mr. DOHERTY. Her landed cost would be 60, and England $1.10.
Senator McCuMBpER. You have not raised England, but you have

raised the other. I am assuming you have not put your tariff high
enough to raise the tariff against the English manufacturer at all.
but you have brought the others nearer to him.

Mir. DOHERTY. I do hot get that at all.
Senator SiMMONs. You said you are a Republican?
Mr. .DOHERTY. Yes, sir.
Senator StMmoNs. If we adopt this scheme, what will become of the

old-time Republican doctrine of the tariff that was measured by the
difference between the cost of production here and abroad ?

Mr. DOHERTY. I do not want to get into politics now. But there
seems to be no party differences as to protective tariff. This present
law under which we are working, with all due respect, is practically
a protective tariff, because it was personally intended by its sponsor
in the lower House to be a competitive tariff, and the rates were
made so they would compete. So it is really a protective tariff.

Senator WATSON. Do you mean to say that Senator Simmons
deliberately formulated a protective tariff ?

Mr. DoHERTY. Senator Simmons made 698 amendments to the
tariff passed in the House of Representatives. I believe that is the
correct number, is it not, Senator?
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Senator SiMsiios. le made a great many amendments. It was
over 000.

Mr. DOHERTY. It was over 600.
Senator SIMMONS. And 500 of them stuck.
Mr. DOHERTY. The tendency of your scheme will be a very per-

nicious one. The tendency will be to do away with outright pur-
chases by American purchasers in the open European mar ets and
it will tend to stimulate one of the greatest evils of our tariff system,
one that has been denounced by successive Secretaries of the Treasury
from away back, as far back as you can go, and that is that system
whereby goods are consigned by a foreign manufacturer to an agent
in this country. That is the result of this system.

You ought to think well over that, because that is a very bad thing
from every standpoint, for this reason: At the present time a large
house like Marshall Field & Co. makes a purchase in the open market
in Europe and brings them in. Goods bought in the open market
have a notorious value, and there is no trouble about the duty.
Under this it will be decidedly to the advantage of the manufacturer
who makes those goods to send them to his agent in this country,
because ho can make his own selling price in this market and his
selling price can be lower than MarshallField's selling price, because
he has eliminated Marshall Field; he has eliminated that middle man.
His dealings can be practically direct to the retailer. So fie can
absorb a part of the profit that Marshall Fild & Co. made and still
nut his goods on the American market at a lower price than Marshall

field & Co. are able to sell them. That is a very bad thing.
I remember a striking passage in a report of Col. Tichenor, Assist-

ant Secretary of the Treasury at one time, who was going through
some foreign country and he noticed a row of magnificant mansions,
and he asked who lived there, and lie was told that the men who
lived there were those who got wealthy consigning goods to America.
COl. Tichenor was one of the best and brightest minds that ever
graced the Treasury Department of the United States.

This bill as it stands now would have a tendency to aggravate that
situation. It will eliminate the outright purchase, which is what we
ought to have.

There are a whole lot of other things I would like to talk about,
but I yield to the pressure of the committee; but at the opening of
my remarks I insisted we did not know what "comparable" meant,
and we do not know yet. So we have prepared here a summary state-
ment based on the American selling price, as well as we know it.
Under the second part of section 402-the part that provides a method
for appraisement of goods that are not comparable with American
products; in other words, where there is no American product at
all-there are more of them, of course. In some cases, in order to
comply as well as we could with the requirements of the committee,
we ha e put down a thing as being comparable, although we had very
serious misgivings whether it was or not. The first example that
comes to my mind is the so-called prophylactic toothbrush-that is,
a toothbrush with the bristles of varying lengths, a sort of a tuft at
one end, the idea being that it ban reach better into the crevices of the
mouth. That is a well-known American article made in Florence,
Mass. There is another toothbrush which comes from Japan, made
in the same way; but it is not as good as the American article at all;
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the bristles are not as good the handle and back are not as good; but,
as I say, in order to comply so far as we could with the spirit of the
committee we called that comparable.

So we have prepared this sumitary statement which contains the
description of the article and the country it comes from, and the
foreign selling price, and the case and packing and transit expenses,
rate of duty under the present law and the paragraph, the amount
of duty under the present law, and the present sellUig price with a
gross profit of 25 per cent; then the proposed rate under the Fordney
U and the amount of duty on the selling price under the terms of the

Fordney bill. And, finally, thefourteenth column shows the equivalent
ad valorem percentage; the fifteenth column is the one where we have
put down a comparison where we thought wo could find a comparison,
where we spelled out comparison; and then the sixteenth column,
shows dity under the Payne-Aldrich Act, and the paragraph number
of the Payne-Aldrich Act.

All these examples were furnished by merchants in New York
and other places at our request, in .order to prepare for this hearing.
They were furnished with a form and told to put down the exact
figures just as they were taken from their books So that this
summary represents actual transactions, and where there was any
comparison possible it was an actual transaction also; that is, there
was an American article that ve deemed to be comparable with this
one under the law.

I should like to offer that for the record, and I would like to have it
printed in the record.

Senator McCuIB.R. That will be printed as a part of your testi-
mony.

Mr. DomRTY. I could talk a whole lot about this and explain it.
Senator McLEAN. Did you appear before the Ways and Means

Committee of the House?
Mr. DOHERTY. They had no hearings on this at all. We followed

the exact language of the law. We certainly calculated it just
exactly the way the merchant would calculate his costs and the
selling prices. Those, as I say, represent the actual prices of goods
that are bought and sold daily in the markets.

I should lIe also to put in evidence, if it is necessary, a copy of
the hearing of April 22^before this committee. Is that necessary-
to put it in evidence-or will yO'u take judicial notice of it?

Senator McCuMBiR. Is it a copy of hearings already had by this
committee?

Mr. DOHERTY. It is the one on the antidumping bill in April last-
antidumping and currency.

Senator McCumBEn. ow long is it I If it is already printed it
would seem it would not be necessary to reprint it again for the use
of the-committee, as the committee has it. But if it is.brief and you
would like to have it as a part of your testimony, I can see no objec-
tion to having it reprinted.

Mr. DOnHERTY. It is about the size of that (exhibiting pamphlet
to the committee].

Senator McCumBERt. I should think we ought not to go to that
length in reprinting a pamphlet of that kind.

Mr. DOHERTY. I do not care for it particularly, although I should
like to have it appear in this record that all the facts concerning the
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rise of prices in German and other European goods since 1914 are in
the files of this committee and on the records of this committee.

Senator MCC1JMBER. You may refer to any pages in that that you
wish to refer to.

Mr. DOHERTY. The whole pamphlet deals with it, and I would like
to have that well considered as part of our proof and considered in
evidence the same as if witnesses were called here now and examined
orally.

Senator MCCUMBER. That will be done.
Mr. DOHERTY. The summary I have submitted contains n6 pyra-

miding and no exaggerations at all. The figures are those of actual
transactions, and they are figured out according to the language of
the law.

Senator SMooT. I see you have selected such articles as razors,
toothbrushes, and such things. You know we have always had a
great deal of trouble with those, to protect against foreign countries.

Mr. DOHERTY. I think there are 250 commodities in all. We have
done the very best we could to make as wide a selection as possible.

Senator MCCUMBER. Is that allI
Mr. DOHERTY. No; it is not all. But I will have some considera-

tion for those who follow me. I should like to have made a much
fuller presentation, as there is a great deal to be said, and I should like
to have said it, but I recognize conditions and bow to the inevitable.

I thank you very much for the hearing.
SUMMARY STATEMENT BASED ON AMERICAN SELLING PRICE.

This statement is a summary based on 206 individual calculations covering as
many different items of importations, including a comprehensive variety of goo&.
In this tabulated statement the items are numbered, beginning with I and ending
with 206, and each separate entry is the reult of a detailed calculation, the calcula-
tion sheets having been preserved, so that they can be referred to in verification of
the summary.

Of necessity, such a statement as this must be, to some extent conjectural because
of the extreme uncertainty that attends computations under the very complicated
system contained in the Fordrey bill. Because the basis of duty-that is to say, the
value upon which the duty will be amessed-is the selling price in the United States,
which is itself a composite figure made up of many factors, and each figure must be
resolved into those separate factors, there are wholly new problems in cost figuring
presented. However, the particular computations summaried herepresent actual
importations at actual prices, and the picture here presented is a aithful reproduc-
tion of what will happen if and when this new system is put into effect.

The phrase used in section 402 of the Fordney bill "comparable and competitive,
completely baffles conjecture as to its meaning, ana there is no pretense made here
that those who prepared and presented this statement have mastered the difficulty.
Every effort was made to secure an American article that was identical, or almost
identical, with articles of imlort, but in only a very few instances could such simi-
larity be found as would justify the statement that the goods were comparable. In
column 15 of the tabulated statement percentages appear at intervals which represent
the ad valorem duty upon foreign value equivalent to the duty imposed by the
Fordney bill. It must be understood that these percentages as to comparable articles

%are given with reluctance because of the misgivings in respect to the precise meaning
of the word "comparable." Taking for example, article 7, which is a toothbrush
made in prophylactic style by a well-nown American concern and having a Japanese
counterpart to the extent of containing bristles of uneven length, conservative
figuring shows that the new duty will be equivalent to 124 per cent based upon the
foreign value. The duty under the present law is 35_per cent and the duty under
the Payne-Aldrich tariff law was likewise 35 per cent. There are a few other instances
found where an American counterpart for the imported article was made the sub-
ject of calculation, and all such instances are in column 15.

In the vast majority of cases, however, no American article that could truthfully
be said to be comparable was found, and it may be stated that this is representative
of the general run of imports. In fact, it is because the imported article presents
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some different features from the domestic article that the imported article appears
in commerce at all. It may or may not be cheaper; it may or may not be more
symmetrical or beautiful; it may or may not be as handy or convenient; and yet it
may have some feature that distinguishes it from the domestic article and which
appeals to the taste of a sufficient number of buyers to warrant its importation. In
the .true sense such articles are neither comparable nor competitive because they go
along side by side and each finds its own market.

The preparation of this tabulated statement gave a very practical demonstration
of the extreme difficulty business men will have in forecasting the effect of the tariff
law upon transactions which will be completed in the future. A very large part of
international commerce is made up of import orders; that is to say, the transaction.
involve the taking of orders for goods which are made to order but which will not be
put upon the American market for some months after the order is taken and buyer
and seller are committed to a price. Notwithstanding the many general statements
that have been made to the effect that the buyer of European goods knows when he
buys them what they will sell for, the inexorable fact remains that that certainty is
based on the knowledge of what his goods are going to cost him landed. Without
that knowledge it is utterly impossible for either buyer or seller to fix a price. There
are too many possibilities intervening between the time of the contract and the time
of delivery to make anything like certainty possible. it is well known that the
domestic market is subject to violent fluctuations, and the enterprise and inventive-
ness of Americans are equally well known. Therefore, the American market may
be totally different from the market when the order was placed and, furthermore,
articles which at that time were not made in America at alU may have in the mean-
time been developed.

Without reviewing this tabulated statement in detail, attention is especially invited
to column 14 and to column 16. Column 14 shovis the rate of duty carried by the
Fordney bill based upon domestic valuations, reduced to an ad valorem based upon
he foreign market value, while paragraph 16 sows the ad valorem duty carried upon

the same article under the Payne-Aldrich law of 1909. A comparison of these two
columns and of column 15, where there is any comparable article, shows some amazing
increases of duty over the act of 1909. These a- valorem duties are higher in moat
instance th n that was ever levied by any tariff act in this country, and it is
correct to say that the majority of them are higher than the most extreme protec-tionist ever urged.

Another feature noticeable is the wide discrepancy between the extremes of these
duties without any apparent reason therefor. It is manifest from this that the rates,
as fixed in this bill, have absolutely no relation to the economic facts and to the com-
mercial conditions which a tariff law must necessarily take into account.It may be that the relative paucity of comparable items is due, not only to the
actual lack of such items, but also to the extreme difficulty of ascertaining wether or
not such items exist. This now bill apparently puts the burden upon the importer,
at the risk of being penalized if his information is incorrect, of finding whether there
are articles comparable with his own and, if so, what their price is on the American
market. This exacts of the importer an impossible task in the majority of instances.
The United States is a very large country, and in some portions of the country theae
is a demand for and use of articles that are never found in other parts of the country.
An importer bringing in such articles, located in a portion of the country where they
are not used, would be utterly at a lo s to find out what domestic-made wares were
selling for on the American market.

Furthermore, the importer could depend only on hearsay for any information of
this kind, and it seems intolerable that he should be unished by heavy fines because
theinformation that is given to him is inaccurate and is found to be so by the appraiser.
This law retains all the rigorous features of the old law, imposing heavy fines upon the
Importer In cases where the entered value is incorrect. Whatever excuses there are
for this tnder the old law, based upon the ground that the importer knew what he
paid for his goods and might be conceived to know what the prevailing foreign values
were, there nicho sound reason for it under the new law when the values upon which
he must pay duty are values as to which he has no special knowledge. There is no
human agency that might reeonably be expected to know the selling prices on the
American market of alFcommodities except the United States Government. It has
postmasters in every hamlet and it has an army of other employees, collectors of cus-
toms, collectors of internal revenue, and a myriad of other subordinates, and the in.
numerable attaches of the various departments of the Government, many of whom
are now engaged in collectingand disseininating what purports to be commodity prices.
Simple justice would requife the Government to assume the burden of ascertaining
and proqlalxntng prevailing prices for the glance of its citizens who import goods
and for te gui ance bf the customs officials who appraise them.

With this explanation the tabulated statement ib printed, as follows:
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2. Celluloid dolls ......... Germany . 74.49 21 10.64
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1

Dol1pton of article.

2

Country ot
origin

25. FArthenware v se ... Japan ......... 312.00 3.90
2. Deoorated chins C. Germany..... 61.8S 9.89

and S.
27. Earthenware teapots. Czecho,lovaba L&Q .17
28. Decorated chinaware. Germany..... 50 11.65
2P. Decorated chinaware ..... do ... .1 31.%75 132.48
30. Deorated chitnaware. Bavaria ....... 1 197.G0 109.90
31. Chinadinnersts ... Germany. 37.60 27.28
32. Holy-waer fonts; ......... do ........ L4. ........
33. Ch4nsware ............... do. 1,359.75 10.00
34. Chinware ........... Czechoslovakia 15.00 2.30
3.China cups and sau- ..... do ........ 97 4.70

3X. Decorated, inware. mue ........ 142.61 5.9
37. D*ot ehinware ..... do ........ 2.79 .11
38. Deoorated chinaware .. do ........ .72 4.40
39. Decorated chnaw .... do ........ 1,469.17 49.52
40. Chinaware ......... Japan........ 13.67 LI0
41. Jointed dolls ............. do...... 34.5 2.96
42. Teacupsand saucrs.......do ........ 1.75 3.84
43. Teacups and saus ...... do ........ M00 3.20
44. Teacupsand saucers ..... do ........ M00 3.20
45. Chbmawre ............. do ........ 21.24 4.80
46. Ta s .ets............. do ........ 39.88 4.01
49. Decorated china toy Germany ...... .7 &59

es sets.
50. DeOred chl fig- Bavaria ....... 2177.65 ........

51. Decorated chins fG- emay ...... 393.49 5.58
ureL
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.341.20
138.22
12. 27
49.85

.12
374.71

1.57
8.75

.33
8.00

67.45
4.92

12.45
13.13
12.0512.05
10.80
10.49
1.61

34.47

24.65

87.34
10.47

P.d.

40
S40

55
55
55
55
55
S

55
55

55
55
55
55
55
35
55
55
55
55
My
a5

55

55

55
5

8

o

79 5.32
S0 39.32

79 .74
80 41.07
NO, 79&.-3
10 719.00
80 223.78
80 .79
8D 33.25
80 0.51
80 33.91

80 84.95
RD 1.60
80 72.12
80 3813.29
80 8.12

342 13.13
8D 12.43
80 11.60
80 IL66
80 14.32
80 24.14
80 56&2D

8D 97.90

80 219.45

80 92.8580219.57

9 10

-~0

~!

543.2D SAL091
1"0014 *244..-A

3.90 4. (A
273.00 39f% 29

3.1I.31 4. &M 71
9 47.14 Sh I t~r
907.35 1,305.0

3.15 4.46
3,00.00 1390.17

37.841 5& 89
1A.44k 195.50

330.001 448.71
6.50 9.23

287.00 397.49
2,628.00 4,532.00

37.08 56Z2
8L.13 142.48

80.00 95.00
60.00 SL.17
7.0 W 05.26

104.69 155.37
232.D 337.00

413.36 606.024

857.53 1,.210.63

2,719.88134.0

of

Proped rate of dutyudrFordney hill1.

28 per cent ........... 212 515.93
40 per ceut .......... 13 97.142

2s per cent ............ 212 1.30
40 percent ............ 213 1A 12
..... do .............. 213 1P;13.08
..... do................213 27_5
..... do ................213 52.00
..... do ................ 213 x.7S
..... do ................213 2,159.67
.....do ................ 213 21.56
..... do ................213 78. 20

.....do ................ 213 178.8

..... do ................23 3.69

..... do ................213 159.00

..... do ................213 1, 812. 80

..... do ................ 213 22.50

..... do ................1414 W8.99

. do ................ 213 40.82

..... do ............. 213 38.00

..... o .......... 213 29.04

..... do ................ 213 42.10
dO................. 213 2.15
...do ............. 213 134.80

..... do ............... 213 242.40

..... do ................. 213 484.27

..... do ................. 213 1,539.84

.....do ................. 213 468.2

10 1713 14 15

SS
82

0

P.d. P.d. P.Z.
101 .... 601
137 ..... 6

1# ... 6o(0

12S . .

12A 60

19 60
12 .. 601421...60
1275...80

121 0

127..60

119. 60
I1....60
151 .... 35
180 .... 6D
179...60

... 137 60
IOR : .. 60

14 ..... (W

no .... 00

1361. .. 60

121160

117 . I::: 60'

Ik
%al

A4
1 i 1



clmneys (Winch).
55. 10-Inch ring top opal-

dome shades.
5G. 14-Inch opal domes...
67. 0ls Cone ahade ....
58. 3A v s m ........
69. Gob at Uownglam....
60. Orname ns t ...........
61. Cb tm tree orna-=mnts.
62. Glasswa ............
63. Decorate .......
64. Marbeedes..

67. Sowing mchlne nee-
f. Machine needles ......
". Pocket= ........
70. Pocket knives ........
71. Pocket knives ........
72. Pocket knives ........
73. Pocket knives ........
74. Pocket knives ........

75. Pocket knives ........

,6. Pocket kves ........
77. Pocket knives ........
78 Pocket knives .
79. Pocket/knies
80. Pocket knives ........
81. Pocket knives .
8V. Pocket knives......
b3. Manlcure sssors .....

84. Lodles" scissors .......
85. Lades' scssos .......
0 LadLes scissors.......
87. Ladies scissors ......
S. P eer .................

.d o...

..... do ........

..... do .........

..... do .........

..... eAo, ........
Germany ......
.....do .......

France .......
Czechcelodakl
Ita ly......
Ftane........
Germany ..

.... do .
..... o.
..... d0 .........
,.....do .........

.....•do. ........

...... do ........

..... do. ........

..... do. ........

.... d... ......

.... *. do.........

..... do .........

..... do..... ....

..... do .........

..... do. .........
.do.......

:::::~d~o ......

..... do .........

..... do ........

..... do........
. o ......

.26 .09

1.12 .04

.4L6 ........

1.54
1.20 .12

44.70 854
29.95 3.12

2L0 3.24
838 18.48

438.75 49.50
4.60 .05
L92 .30

.93 .01

L20 .02
1.54 ........

1.134 .057
1.12 .056

.77 .385

.56 .028

.56 .028

.42 .021

.28 .14
12.0 .63

8.40 .42
&04 .25
3.36 .168
2.10 .105
1.40 .07
1.25 ........

1.47 ........
1.25 .0625

.847 .084
3.04 .30
4.65 ........

.0

1.80
.21-40
.24

13.50
13.38

6.64
27.0

174.85
.18
.26

.02

.03

.154

.057

.05b

.385

.021

.14

.63

.42
.252
.170
.105
.07
. 2W

.147

.042

.15
.23

.53

1.38
1.26
.71
.59

22.95
14.87

12.29
172.80
219.71

1.40
-39
.19

.25

.47

.6687

.647

.283

.206

.206

.154

.103
7.27

4.85
2.909
1.94
L212

.808
:412

.441

.40

.279
1.00
1.40

.82
2.95

&.326.29
3.572.85

119.58
82.OO

62.01
77&21

1,176.81
8.31
3.83

1.53

2.00
3.4O

2.58
2.50

1.50
LIO
1.10

.85

.5
2K.20
19.00
10.50
7.50
4.75
3.15
28

2.74
2.40
1.65
6.00
&.O

1.31

.5.31

12.22
9.32
5.03
3.61

190.88
132.71

9.97
1, 173.88
1,894.00

13.80
5.28

2.oo

4.80
11. 764

10.773
.071

7.215
6.70
2.125

.36

0. 018
38.80

2&.53
20.32
16. 231
13.
11.422
9.44

10.04
6.23
5.645

IL 47
11.10

.... do................

..... do............

.... do.........
... do ..........

... .do................ do.............
..... do .. .... o.........~40 per cent.......

..... do ..............
.. odoo............

... do ..............
-...do.............28 per cent ............

25 per cent plus 1.15
pe thousand.

..-.. do................30 per cent plux 30
centcemcb.

..... do...............
30 per cent plus 20

.cents e h .
..... do............
..... do...........30percentplus Scents

each.
30 per cent plus 20

cents eacbL
.....do°.............30 Per cent plus 30

cents ench.
.... do...........

....do .............
..... do............
..... do...........

....do .............
35 per cent plus 20

cents each.... do.............
... do .............
... do .............

... dr .............
25 per cent plus 10

centq each.
a Plus specdfc duty.

217

218

218
218
218
218
218
218

218
218
233
238
339

343

343
354

354
354

354
354

354

354
354

354
354
354
354
354
357

357
357
357
357
357

.53

2.20

4.30
3.30
2.25
1.16

76.27
3.08

38.79
469.55
757.60

521.48

.54

2.35
7.13

6.83
4.82

4.565
4.41

.975

4.308

4.254
15.24

12.16
9.696
8.469
7.539
7.026
.5.70

5.914
3.275
3.275
5. 10
3.35

143

139

119
86i

32
13
72

2Including cawe.IOne qet.



1 2 3 4

i)tscrlptiOl ofartiele,. cowatry or
origin. -

W9. Pocketknife .......... England ...... 50.40

90. a .................... do ......... 97 .52

91. Table knive ............. do ........ 6 .18

93. Watchma lnsprings.. Switzerland... 4;.30 .31
94. Watch mainpring ...... do... 5.0 .3195. Thred ............. ran . 1.52 .03
96;. Lameargemt No. 22 .. ..... do ........ 1.58 M 02

97. Silver tln ribbon ... ..... do ........ .97 .0

98. Gold stin. ............... do ........ 3 7
99. Hamflne gold boul . ..do... 9. 60 .19

]on.
100. Halfllne bouillon ..... do ........ .31 .01fringe.
101. Imitation gold boull- ..... do ........ . 54 .01

lon tlaels.
10. 5-inch fringe, boull . .... do ........ .42 .01

Ion.
10. .......... ..... do ........ . .01
104.Maes. Germany ...... 57.( 0 .84
105. French bronzes ..... France ...... 168.16 24.10
106. WMow hampers..... Belgium ...... 4.00
107. Splint baskets .. . ermany ..... 10.09
108. 7m=% roping ........ Japan ......... 51.o0
109. Baskts, not stained. Germany... 12.25 49.

110. Bamboo frult bes-
kegs. stained ...... Japan .... 27. 00 2.0

111. Segrasschalr ....... China ......... 2.15.

56 7 8

IP. cc.
50.40 55 128 55.82 250

.51 55 128 7.42 28.50

.18 30 128 1.45 8.50

.63 30 161 1.98 12.30
.3 30 : 411 1:.q 12.30

. 25 i 1 i .39 2.0

.110 2.20
.03 40 150 .40 1901

.10 40 150 1.34 6.39

.29 25 130 245 18.70

.01 50 167 .1i;6 645

.02 20 167 .11 .9

.01 20 1671 .085 .

.01 40 150: .12 .56
5.74 20 1017 11.69 101.25

29.25 20 167 38.44 34L59
.81 25 175 1.00 7.75

7.36 25 175 2.5 26.61
6. 20 2 M 10.2D 90.00
4.29 25 175 3.19 27.00

10.14 25 17 7  
. 61.20

4.28 15 1761 .32 9.00

10 11 12 13 14 15 16 17

, .

Propomd rate of duty Vunder Fordney bill. "2ba " q

_________________ . -+s -+ . .+

P.c. P.ct P.d.132.42 30 per cent plus 30 354 513.33 12 6 ...... 140 152
cents each.

36.44 30 per cent plus 20 358 13.33 g9. 4) 152
cents each.

14.95 35MerCtplus Scents 355 6.19 128 . 15 152
each.

18.10 35 per cent .......... 367 .34 6..... 40 19215 .... do ............. 367 ...... 5 40 123.70 35 per cent plus 10 382 1.18 ...... 7 7 130 179
cents per Pound.

3.24 30ercenwt Plus 10 .382 .97. 60 '30 179
cents Per pound.

3.35 45Percent ............ 3S2 1.49 ... 150 '60 179

25.75 35 per cent plus 10 382 9.23 94 . 30 170
cents per pound.

1.65 53 per cen .......... 382 .91 2M4. 45 199
28 ..... do ................ 382 1.57 285 45 199

2.20 .. do............. 382 1.21 281 45 199
1.00 45 per cent ............382 .45 155. .160 179

160.45 35 per cent ........... 33 541.16 96 ... 45 199
55s ..... do ............. 393 19&82 101 ...... 45 19913.74 40percent .......... 411 50 1376 ..... 40 21449.83 . do .............. 411 19.-93 198 ...... 40 214115.60 25 per cent .......... 412 2890 3 .. 35 463
' o4 .... do ................ 413 &S2 .... 35 214

X7.00 30percent .......... 413 26.10 90 ...... 40 214
12.86 25 percent ............ 414 3.22 130 35 215



112. Lacquered wooden AJapan ..........
trays.

113. Poncil box .......... Gemany .....
114. I:nortelio flowers.. France.: ......
115. Cotton organdie in England .

the raw, 404inc,
116. Cotton gloves ........ Germany .....
117. Child's voile dress... France ........
118. Child's voile dress ..... do .........
119. Child's voile dress ........ do .........
12. Embrodery linen... Ireland ........
121. Irish dresslinen .......... do ........
122. Linen ............... . do ........
123. Linen napkins ...... n.....do ........
124. Linen towels ....... Germany ......
12,. Linen buck towels .. l..... do ........
126. Hemttched linen ..... do ........

tablecloths.
127. Hemstitched linen ..... do ........

napkins.
128. Stenciled rice straw Japan .........

run.
129. Saxony wdol dye .... England ......

130. Dress worsted ............ do ........

131. Overconting .......... do ........

132. Saxony ............. do ........

133. Unfinished worsted ....... do ........

134. Cheviot ............. do ........

135. Bannockburn ..... do ........
worsted.

136. Woo o n ll-ounce ..... do .........
trousering 29
inches wide.

137. 14.ounce chevolt .......... do .........

138. 16-inch worstied ........... do .......

139. 16-inch worsted. ..... do ........

140. 12(13ounceworsted.. ..... do .........

141. 13-ounce worsted .... ..... do .........

142. 12J13.ouncc crge .... ..... do .........

43.97 1.84

2.24 .20
40.00 2.00
N7.4N .12

1.7 .10
6.20 .12
6.20 .12
6. 20 .12

842.92 7.031
37.25 .......
1.42 ......
•3.72..i8 .013
5.46 ......

4.27 ......

3,674.39 220.91

3.20 .03

4.06 .04

4.41 .04

2.90 .03

4.19 .04

3.,9 .04

3.03 .03

2.35 •02

1.56 .02

&.54 3.

3.37 .03

2.07 .02

3.03 .03

2.33 .02

14.53 '
. 56

4.00
.85

.15
.69
.68
.69

W0.5X

.11

.26

1,03.52

.13

.16

.18

.12

171

.161

.12

.m

.116

.14

.13

.08

.121

I Plus specific duty. ' Tneluding case and packing.

15 1
7
6j

15 I176
2761 210

35 2610
30 256
W)0 236
30 256
30 283
310 .2K1
35 201
339 283
35 2K4
.35 2X4
!5~ 284

35 2X4

(s) 272

.35 28

3. 2K8

M5 2V%

M1 2M

35 288

.35 24K

35 288

3529

35 24S

35 S

13O 288

Ira288

•37!30.0
4. M4

.6475
1.90
1.9D
1.9O0

2A5 (1t)

11.17
.30
I. o1.77

1.91
1.60

1.00

287.90

1. 1

1.44

1.03

1.3s

1.07

.55

1.19

.73

1.07

. 45

N9.64, 120.72 ... do .............tI
4.3 6.00 ..... do .................

70.00 72.00 ..... do ..............
31.05 :W. 73 29 per cent ..........

3.67 S714 40 per cent ............
12.0 . 67 33 per ceilt ............
MOO(10 6.00 ..... do ................. I12.00! 16.007 . do
M2OO 1M.67 .. do ..............

I ,I070 1,911.0r2 29pcrcent ............
67.00 X1.20 ..... do ...............
2.65 3.19 ..... do ................
6.95 R.30 ..... do ................
4.10 4.91 ..... do ................

10.) 12.32 ..... do ................
9.00 0 ..... do ................

8.5 9.63 .... do ................

6.95.63 10,120.04 26 per cent ............

5.99 S.24 291 per cent pis .6I
cents per yard.

7.C0 10.03 ..... do .... " ..........

8.25 11.66 ..... do ................

44 740 ..... do ................

7.84 10.66 ..... do ................

7.29 9.78 ..... do ................

'.07 , (8s ..... do ................

4.39 5.9 29 per cent pus UP
cents per year.

2.92 3.41 ... do .................

.39 7.66 ..... do .............

6.29 6. 8 ... do .................

3.87 4.32 ... do .................

5.77 6.11 ..... do .................

4.39 4.88 ... do .................

'Specific duty, 21 cents per square yard.

411

444
751
M)3'

914
918

918
1009

1009
16111
1013
1013

1013

1020

1109-
1110
1109-
1110
1109-
1110
1109-
1110
1109-
1110
1109-
1110
1109-
1110
1109-
1110

1109-
1110
1109-
1110
1109-
1110
1109-
1110
1109-
1110
1109-
1110

30.18

1.30
23.00

4.95

1.3753.45
2.8

2.70

2,31.21

2.83

3.27

4.12

2.50

3.5!

3.25

2.88

2.02

.915

1.71

L63

1.07

L40

L22

66

55
63~

62.7

62

62j
87

63

63

7

R3

94

85

' Plus 8 cents per square yard.'

.0

58
44

48

51

1[48

48

35
25

so

(4)

155

155

155

1.5

155

155

155155

155

155

99

21ij
2A3
315

324
324
324
324

341

378

378

378

378

378

379

378

37S



I

Description of artile.

143. 14-Ounco dr .......

2

Country of
Origin.

England ......

144. 30.ounceovercoeting. ..... do .........

145. 12unce velours.. Holland ......

148.Paemsc .
147. .......

tong.
149. Chifon.velvet.
150. Silk hair nets ........
151. Filtering paper ......

133 Papler-m ch .......Paplamat ........
154. Straw braids .......
155. Bone toothbrushes.
u. Bone toothbrushes..
157. Done tothm. . .
139. Cork board......
160. Dominoes ...........
161. Printed dolls ........
162. Jointed dolls ........
163. Dolls ................
154. K dolls ...........

ter doll.
16L. Blsque, do]L ....
16o. Dressed doll .........
170. Dressed doll .........

Germany ......
..... do.........
China .........

Germany..
France...
Japan .........

..... do......
Germany ......
Japan ....

.....do......
..... do ........
France ........,(= .::::
..... do........
..... do ........

...... o..... :::::::

.. do ........
Jpan ........

Germany ......
....do...
...do...

3 4 5 6 7

S I

3.16

4.15

2.10

40.32
40.32
16.00

L50
1.08

130.0

118.80
4.92

2,838.49
3.32
7.32

IL 32
39.00
3.71
2.04
7.48

& 15
43.0

2.10
4% 32

20.05

.04

.02

3.50
1.00

.01
L50

3.96
.T

40.52
.10
.09
.15

.17

.05

.38
1.74
.16
.41
2.00

.10

.16
4.02

50.13

.17

.04

12.50
12.50
1.90

.11

.03
25.32

24.89
.853

32L50
.25
.10
.63

.52

.51
2.37
7.20
.75

L197
15.23

.33

.79
7.11

SL 12

L47

.74

10.96
10.96
7.63

.75

.65
32.88

30.69
.866

408.75
Z95
2.59
4.31
2.25
L94
.73
Z62

10.60
L20
3.00
17.50

61
.79

15.52

9

~0

C0

U0

592

7.77

3.87

90.80
35.40

& 147
2.38

2A0
240.00

6.92
81368
16.8D
14.80
2.20
65.80

4.45
17.13
813
7.17

17.90

5.12
14.88

10

&.22

5.34

112.64
241.38
49.20

2.80
273.40

29&.94
&.82

5.163. 73
24.18
2L28
30.75
83.67
10.67
7.43

29.23
107.14
1L91
29.80

186.37

&91
&71

24.50

11 12

Proposed rate of dutyunder Fordney bill.

0

20 per cent pliu 36 1109-
cents per pound. 1110

..... do ................ 1100-
1110

..... do ................ 110W-
1110

25 per cent ............ 1120
..... do ................. 1120
$25 per pound ....... 12D5

33j per cent ........... 1206
31 per cent ............ 1213
15percent plus6cents 1304

per pound.
23per cent ...... 13M
26 per cent ........... 1313
13 per cent ............ 1405
35 per cent ............ 1406
.... do ................ 1405
..... do ................ 1406
25 per cent ............ 1411
40 per cent ............ 1412
..... do ................ 1413
..... do ................ 1413
..... do ................ 1413
..... do ................ 1413
..... do ................ 1413
..... do ................ 1413

..... do ............... 1413

..... do ............ 1413

.....do ................ 1413

13

0

14 is

d~c. P.d.1

64.

90.
361

53 ..
66.
121.10.
101..

.... 41
---- 93

142..
148..
141..

139..
149..

$1.615

1. 9M

1.845

2R,.16
4A.00
13.O0

1.041
.91

4K.21

8M.32
2.203

871.28
314,
7.45

1M.76
16.25
3&60
297

11.80

4. 76
11.92
74.55

2.38
3.48
9.80

17 w
00

379

378

378

465

399 !
402 0
410

464
484
422
423
42
423
429
430
431
431
431
431
431
431

431
431
431

i

I



17. Mechanical toys ........... do ........
172. P. M. horses .............. do ........
173. Toy violin .......... Czechoslova-

174. MWeehanic traIns...
17S. Flbh hors ........
176. Noh's ark ..........
177. MeebanicaltraU.L ....
I. Plus horse on Plat-torm.
17q. Ptd. rubber .........
180. Bft No. 3, ptd. rub-

ber.
181. Toy teases .........19S ail boats ...........
183. Marbles .............
186. Rubber balloon&....
185. Rubber baloosn...
186. Violins ..............
187. Violins .............
18. Violins .............
10. Artiical owes. ....
190. Artfcial flowers.....
191. ArtfDcIal fowers.....
19. Human hair nets ....
193. Bead chain ..........
194. Embroidered hand-

kerchiefs.
195. Hmnd-madeflletlace.
19. Veiling .............
197. Veing.........
19. 8 netn.

klmonos.
200. Beaded bloue, silk

20L. B blouse, sik

20. Embroidered Infant
dte pscotton.

20L. Embroidered Wnant
dreescotton.

204. Kd glove.....
2D5. Hanmonlcas.
20L. Tungplns.

... odo.......
..... do ........

......do .......

.....do.......

..... do........

... o.. o ...
......do .......

.... do ........
Jaw ... ......

.....do ........
Germany....
Japan .........
Ch.ia .........

...do...

Austria .......
Ireland ........

China .........
France ........

..... do........

England ......
Japan .........

France ........

..... do ........

..... do ........

..... do ........

..... do ........G .ermny.....

....do...

12.60
1.80

16.30

21.32
6.72

27.99
2.17
5.46

9.64
9.64

6.34
3.3

37.76
25&72
2A8.72
4&00

89.43
54.0054.89
3.44
2.42

46.32

.08
042

.425
117.99D

8.94

.94

1.25

1.25

16.00
3.01
3.60

I Plus speuficduty.
s One-fourthcent per pound.

L70
.43
.90

2.07
.70

4.20
.12
.46

.63.39

.46
Z2.3
1. 60
1.60

.15

.ODIN
.0012

5.95

.14

.14

.03

.03

.26

.00

.20

3.20
.60

2.45

4.52
2.03

IL27
.36

2.18

1.60
1.60

2.95
.57

5.0025.05
25.05
24.87
24.87
1.25

21.10
12.08
12.08

.91

.16
.32

4.-(

.015

.017

.76

.76

.14

.14

.34

.16

.20

.72
6.02

& 19
2.60

IL27
.80

2.07

3.37
3.3rd

2-.44
1.37

13.21
90.55
90.5516.80
16.80
4.22

5L.35
39.3539.36
1.201.24

027.79
.018

.0354
•1361
:2576

74.36

4.25

4.25

.77

.77

2.25
1.08
1.31

3D.00
4.73

34,25
48.89
16.07
73.10
4.87

13.56
19.48
19.48
16 48

7.80
75.63

58989500.89MMO
12.00

23.40
22L9
144.o
144.89

7.40
5.21

'101.90

.12

..50

.50

219&72

16.50

16.50

2.92

2.92

2500
&75
7.00

30.89&MO
&.09

S&.14

79.74
27.89

124.17
& 14

23.14

32.11
2411

278D
12.8

130.74
810.77
362.18
24D.80

29L 73
225.6D
181.52
10.88
7.73

129.70

.23MU

.97
399.15

3.78MO

3.40

44. SD
9.23
8.59

,6 cents per pound.
* Includes cse and packing.

.....do ................ 1413.

.....do ................ 143

..... do ................ 1413

..... do ................ 1413
... do ................ 1413
"...do ............. 1413
...do ........... 1413
.....do............ 1413

......do ................ 1413
..... do ................ 1413

..... do ................ 1413

..... do ................ 1413

..... do ............ 1413

.. do........... 1413
.... e. 1413

35pru nt + $1.50ewh 1440
... do............. 1440
..... do ................ 1440
4prtt ........... 1418
.... do ............ 1418
..... do ................ 1418
35 per cent ............ 1423
SOpercent ........ 1427
37j percent ......... 1429

45 per cent ............ 1429
42 per cent ............ 1429
.....do ............ 1429
... do ................ 1420
34 per cent ........... 1420

.....do ............... 1429

..... do ................ 1492

..... do ................ 1429

..... do ................ '1429

..... do .............. 1429
40 Percent .......... 1413
25per cotplus Sl per 1 144011.0,0

b32.2pa doen.
*3 per dozen specific duty.

2D.00
3.24

22.46
3L9D
10.80
49.67
3.26
9.25

12.84
.84

005.13
5.30&13

324. 31

198.75
122.40
45.42
99.46

101.52
67.50
3.91
3.17

4.61
.1031

ow
:0574

.357
149.68

7.84
.9

.1.42

1.13

16.80
3.G9
2.50

140
145 ...
131.

I.. ....

12.

.335

18

11.1351..
8

189.
...122

67

12l ::::
135 ....

35 431
35 431
35 431

35 431
35 431
35 431
M 431
3s 431

35 431
35 431

35 431
35 431
35 431
35 431
35 431
45 467
45 467
45 487
60 438
60 43
60 438
35 442
35 431
60 349

60 346
60 349
70 350
60 369

60 349

60 319

60 349

w0 349

()4.34-4.5
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TARIFF HEARINGS.

STATEMENT OF EMIL PEVNY, MANUFACTURER OF COTTON
GLOVES, OSWEGO, N. Y.

Senator MCCU3MBE I. You are from Oswego, N. Y.?
Mr. PEYvNcY. Yes.
Senator MCCUMBER. What is your business?
Mr. PE%.NY. I am a manufacturer of cotton gloves, which industry,

as you know, did not exist before the war. Ie have established this
industry and have produced goods which, during the war, were at all
times, not only in this country, but to a very appreciable extent for
export, giving excellent satisfaction, judging from the repeat orders
we have received.

I myself made during the short period one single order for Norway
of 500 dozen. I have copies here of the original orders covering goods
which were exported to Melbourne, Perth, Adelaide, Australia; %un-
edin, Christ Church, New Zealand; Christiania, Norway. I also had
an order from South America, too.

The whole thing hinges, to be quite frank, upon German importa-
tions. We can not compete with the German wages, which are to-day
actually one-tenth of ours. On top of that we have the depreciation
of the mark.

As the foreign minister of Germany only the other day remarked,
in reply to the exigencies of the French Government, "Our big busi-
ness in exportation is simply due to the low currency of the country."
Consequen tly, it is deceptive. But the Germans, having it in their
hands to maintain the mark at that level, only need to print another
issue of paper money in order to maintain the mark at 11 or 11 cents
indefinitely.

Senator'SM1ooT. That is what they will do ?
Mr. P*Fvxv. I said 90 per cent which is on German importations.

Then Switzerland, England, and Holland all have currencies much
nearer to ours, and we would penalize those countries and give
Germany almost a monopoly. We might just as well save all the
expensive apparatus of collecting customs, because it is hardly worth
while to collect so little.

If the importers pretend that they have the consumers' interest at
heart, I claim that is ridiculous. flesides, is not every consumer a
producer ? We have no two classes in our society-one is a producer
and one is a consumer. We both.produce and consume.

And I beg to remark, as a very important factor, that we are using
exclusively the finest grade of American grown cotton in our manu-
facture, while the Germans go to Liverpool and buy Egyptian cotton;
and not only that, but New York importers took good American
money which they made in America and bought cotton in Liverpool
and sent it to Saxony and had U transformed into gloves, which they
took back.

One of the importers -because I read the report in the papers-
remarked when the emergency tariff was under discussion-8 cents
valuation of the mark- 'If you do that, you give the American
manufacturer a monopoly." It is very recent history. What has
happened during those past few months? The German manufac-
turers and these importers have acquired the monopoly, and we have
to put signs on our factories "To let."
Senator WATSON. Is your factory running?
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Mr. PEYXy. It was running last week, but two others shut down
within six months for lack of orders.
Senator WATSON. How many workmen have you employed?
Mr. PEvNY. I have employed as many as 120. I am only a small,

modest man in comparison to others in our industry.
Senator WATSON. Why are you shut down now ?
Mr. PiVNY. On account of lack of orders. All these importers

who have been my customers canceled their orders, often when I
had them in execution, by simply telegraphing to cancel, "Too late."
And I beg to remark that we get as many weeks to make an order as
they give the Germans months.
Senator WATSON. When did the German importation of this kind

of goods begin?
Mr. PEVNY. Every month they are coming in now; I have got

the statistics. In 1920 for the single month of March imports were
17,000 dozen; this year for the same month it was 66,000 dozen.

Senator WATSON. What is the difference in the cost of production
in your factory and in Germany?

Mr. PF NY. Ton times more than their cost of production. The rea-
son for that is what I consider a rather delicate subject, but the leader
of the Democratic Social Party, Auguste Bebel, published awork, which
you will find in the Washington Library, 1910-which is the fiftieth
edition of that work in the English translation-in which he states that
with the wages which these girls earn in Germany 50 per cent have to
have a friend to help them along. The others have to take bundles
home and work till midnight, wA,3 sisters and mothers assist them
to eke out a living.

Well, I am proud to say that in my factory I have not a girl that
I would be ashamed to take into my own home.
Senator WATSON. What wages do you pay?
Mr. PEvNY. An average of $20 a week.
Senator McLeAN. How many girls are employed by all the inter.

ests you represent?
Mr. PEvNY. By all the industries? Thousands of them.
Senator MCLEAN. I am speaking now of the cotton-glove industry.
Mr. PEvNY. Only the cotton-glove industry, and we are using

exclusively American cotton.
Besides, gentlemen, I suppose you saw only last week that the

British Government had set aside £1,000,000 to foster and increase a
production of cotton within the Empire, in South Africa, in Egypt,
and India; and the cotton spinners of Lancashire promised to con-
tribute appreciably toward that fund, so as to make them independent
of the American production of cotton, while we are letting the German
goods in almost free at the present moment, because the duty col-
lected to-day is a farce. We are losing at the same time millions of
pounds of American cotton, which the cotton producers here would
,be very glad to have an outlet for, and we have it right here. I know
importers of New York who go to Liverpool and buy cotton there and
send it to Germany for manufacture.

Every pair of German-made cotton gloves coming into this country
to-day is of Egyptian yarn, and we have to lay idle and see this
market flooded with German importations.

I cite these importations of German gloves. Note there was in-
crease in the quantity imported for the single month of April, 1921,
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50,000 dozen, valued at $262,000, as compared with the imports for
the same month 1920. Also notice that for the 10 months ending
1921 there was an increase of 303,000 dozen pairs in quantity, valued
at $1,670,000, as compared with the period ending April, 1920.

If prices soared during the war, it was due largely to profits which
these wholesalers and retailers put on those goods-wholesalers 50
per cent and the retailers 100 per cent and upward. Those are
positive facts, which I can substantiate. I saw in the office of a
New York importer, when they were feeling very good, a sign hung
up, which read: "May God give us courage to ask for higher prices
this day."

Senator WATSON. They evidently got strength.
Mr. PEvNY. They did have it.
Did anybody take the trouble to consult Bradstreet's or Dun's,

and compare the importer's ratings before the war with those of
to-day, and he will find how much money they made on American
goods. The American manufacturer was then good enough for them.
I can show you letters they wrote to me bowing down to me and
saying, "Givo us goods-good boy," and all those sort of things; and
now I get telegrams canceling orders when I am 24 hours late.

Talkimg about exports, bow in the world can we ever hope to
export if we can not hold our own market? If the importers pre-
tend to practice altruism by saying that they are instrumental in
reducing prices of commodities, this is only a subterfuge because
they make the same rate of profit on German goods, for the original
cost is lower and it is certa'y not their merits it is only through the
original costs that the goods appear lower. but their profit is just
the same.

I wish to clear up some erroneous statements which exist about
American valuation. Inasmuch as only the rate of duty is applied
to American valuation, the real cost of goods only is paid fiv the
importer at the depreciated German currency where he still gets the
full profit. For argument's sake, we take an article that costs 300
marks and for which the American manufacturer, pay, gets $12;
300 marks equals to-day the mark at $1.25-$3.7, ad40 per cent
on $12, the American valuation makes $4.80-total, $8.55; adding
additional expenses, $9 landed. Leaving a margin to the importer
of $3 on a dozen-and both of us compete at par. Let then the
American public decide to which article they give the preference,
and you see by this example that this tariff is not protective, but
onl a competitive tariff.

Senator McLEAN. Are you satisfied with the rateI
Mr. PFv.-Y. I am not quite satisfied. I would like to see it 60 per

cent instead of 40.
Senator McLEAN. I do not bear it in mind. What is the rate on

your product?
Mr. PEvNY. Thirty-five-it was 35 and is now supposed to be 40.
Senator McLEAN. And you want 60?
Mr. PEvNy. Yes, sir. Talking about Canada: I have a friend in

Toronto, who is also a large cotton glove manufacturer, and I con-
gratulated him that the Canadian Government has so fully protected
them by giving them 12 cents valuation on the German marks.
I have got the letter here, which I can show you. And he says,
"I am not at all so sure about that, because we are getting a quantity
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of goods in through Switzerland, and from appearance they are
undoubtedly German goods, and unless the Canadian Government
can stop that I am afraid protection will help us very little." Conse-
quently, I say that is the effort of some unscrupulous and resourceful
competitor, and there is no protection to the American manufacture;.

Senator SMooT. There is no reason why they could not shi those
German goods to Japan and then Japan sell them there. There is
no difference in exchange.

Mr. PEvNY. There is some little difference as they ship their goods
without fasteners, and put the clasps on and say they are finished in
Switzerland, and get the consular invoice, and that is the way they
go to Canada. That is what my friend was complaining of. That

happens to-day. Ming

We are up against an unscrupulous and resourceful competitor
whose wages are one-tenth of what ours is, and whose Currency is
absolutely depreciated, and who has it in his hands to maintain
that currency.

The German alinister of finance, Rosen, in his telegram of two or
three days ago, said it was deceptive because only based on low
turrency, and they are going to keep the currency at one and a

quarter, and to do so only needs to issue more paper money.
Furthermore, every thread, every fastener, every accessory we

produce in this country enters into our goods. There is nothing
of that kind imported. Therefore we create certain requirements
of accessory industries. For instance, I created a glove with lace
insertion. I had a Nottingham lace which I had copied in this
country, and beautifully produced, which I am using as insertions.
Well, we can use thousands of insertions made of American cotton
and manufactured here.

I can only tell you that we are most exceptionally placed to produce
and produce better goods than the Germans ever produced, and if
we get a chance to continue, to the satisfaction of the American con-
sumer. And certainly it is heartbreaking when we have a nice lot
of girls well trained, to whom you can talc intelligently, and have to
disiss them, many of whom are widows with children, I say, it is
heartbreaking when we have to tell them there is no work.

If you please, I would like to submit my brief for the record.
Senator McCuMBER. Without objection, you may do so.

3RIEF OF zMIL PZVNY, MANFAoTURR OF COTTON eLOVZS.

THE COMING TARIFF-CALL A SPADE A SPADE.

1. The McKinley bill.
According to Brockhaus (the foremost German encyclopedia)-
The principal aim of this legislation was to put a stop to the fraudulent customs

entries which had been practiced until then by the American importers. It con-
tained, therefore, several prescriptions as to filling out bills of lading, invoices,
consignments, etc. Also high penalties for undervaluation. It provides, besides,high monetary fines and imprisdament .in aee of bribery of customs officers. These
stipulations aimed to put an end to the extremely numerous appeals against the
official appraisals of which in the fiscal year 1888-89 alone there were filed 25.349 cases.
Besides, a further object of this bill itself was to create new industries in the United
States. The fear which was felt at the beginning that the McKinley bill would lead
to a complete closing of the American market has not been realized. On the con.
trary, it has been proven by statistics that the total imports have suffered but a slight
reduction. This reduction, however, was only an apparent one, as before this bill
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went into power the European exporting countries increased their shipments tre-
mendously, so as to avoid the higher tariff, and the figure for that year was far above
the normal.

The desire which this bill has created frequently in the countries exporting to the
United States to proceed with measures of reprisals by forming a European customs
union and closing further importation from America was difficult to carry out, for the
reason that the majority-of the European States urgently required American products.

2. There is no doubt about it that the same applies to-day and that the American
valuation is the only safe basis of assessing the duty on all imported goods.

3. A handful of importers, mostly foreigners and before all Germans, with their
customary arrogance and audacity, who are trying to force the hands of American
legislators, to impose on a whole nation to accept foreign valuation, are thus adding
"insult to injury." If such a treacherous trick should succeed but in the smallest
degree, what would be the consequences?

4. That this country will have to follow suit and do the same as Enland and France
are already doing, viz, vote some twenty-five to thirty million dollars per week to
feed the army of ever increasing unemployed, instead of giving them an opportunity
to earn legitimate wages for work performed. Our workers do not want charity, but
work.
5. Most of the importers have their hearts and sympathies outside this country.

There is no reason to continue their camouflaging at this time, as the war is over.
Furthermore, they do not produce anything, they do not employ labor, they have
no manufacturing plants (not in this country, at least), they have nothing invested
in machinery and equipment, all of which creates work for the whole nation and
money spent here. 0

6. What have the importers? All they have is an office or warehouse, smaller or
bigger, as the case may be, just to receive the finished article and send it out to the
retailer with a big profit. Their own investment starts only on the day they pay
their invoices.

7. The real reason the importer has in tri ng to shape the tariff to his liking is fear.
In case the American manufacturer should obtain full protection, his existence is
menaced. For the American manufacturer will in most branches produce constantly
better and cheaper, and tbus be enabled to offer his products direct to the retail.
The importer well know.- that this would be the inevitable outcome. It is exclu-
sively this fear that gives him the audacity to attempt to interfere and influence the
framing of any tariff bill conflicting with his selfish interests.

8. Pretending that he has the consumers' interest at heart is ridiculous. Besides, is
not every consunler a producer? These are not two distinct classes of our society.

9. Should the importers be permitted to flood this market with all sorts of goods,
and put one American manufacturer after the other out of existence? Heaven protect
the American public. For the price from the wholeosler to the retailer and from the
retailer to the consumer will be gradually raised to a similar level at which the Amer-
ican manufacturer was prepared to sell at the outset, but in which case the cost of the
commodity would have been spent entirely in this country. We would not only lose
this cost but in most cases the use and cost of the raw material. For the foreign manu-
facturer will not come hero to get his raw material if he can get it nearer home or in
countries whose currency is nearer to his own in comparison With the high dollar.

10. If prices soared during the war it was due to the large profits which the whole-
saler and retailer put on. They had the lion's share. The writer saw in the office of
a New York importer a sign hung up with the following inscription: "May God give
us courage to ask for higher prices this day."

11. Let anybody take the trouble to consult Bradstreet or Duns and compare the
importers' ratings before the war with those of to-day and he will find out how much
money they made on American goods. The American manufacturer was then good
enough for them.
12. Now talking about exports, how in the world can we ever hope to export if we

can not hold our own market? It is imperative to assure the latter first.
13. I congatulated a friend of mine in Can6a, engaged in a similar industry, for

the prompt introduction by the Canadian Government in assessing the German mark
for duty purposes at half its normal value, about 12 cents whereupon he writes to me
that he is not so sure about its advantage, as there are still uantitiesof goods coming
in through Switzerland, which in his iInd are undoubtefly of German origin, and
unless they find a way to stop this influx the 12-cent valuation of the mark would
not be of any advantage to them.

14. Isn't this a conclusive evidence that the American valuation is the only way to
safeguard us from a most resourceful and unscrupulous competitor whose motto is and
always has been "The end justifies the means?
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15. For those with a short memory, I would recall over again what was printed in
all German newspapers during the war when they proclaimed loudly w at they have
actually practiced, that they were going to destroy all factories in Belgium and
France and strip them of every piece of machinery, so that when the war was over
while their factories would remain in perfect condition it would take Belgium and
France 15 years and more before they could rebuild their factories. Meanwhile they
would conquer all the trade of the world and the other countries would never be able
to catch them up.

16. The importers are making themselves accomplices to the same doctrine and
are prepared to deal out the same treatment to this country. As I said before, let us
tear down the mask of these camouflages and ask ourselves:

17. Are we to become the satellites of Germany and the importers, mostly their
agents, or is this country going to remain independent not only as a nation, but as a
producer of the requirements of its own people? The importers do not trust the
American legislation to apply American valuation, but they wish us to trust them
and foreign countries to accept their valuation. With the Xpresent low German cur-
rency (for 90 percentlinges on German imports-let us be quite plain and frank about
this) that country would enjoy a tremendous preference as compared with other
countries with a less depreciated or near normal currency, and it would be most
unjust to those countries if any other mode of assessment than American valuation
would be applied, while the American valuation treats all countries alike.

18. Concldson. We have sufficient confidence in the wisdom of the present legis-
lators to believe that they are fully aware of these doubtful tactics and will brush them
aside with the contempt they deserve.

STATEMENT OF CHARLES 0. ORMSBY, REPRESENTING MANU-
FACTURERS OF SU*DED COTTON FABRIC AND GLOVES, WATER-
FORD, N. Y.

Senator MCCUMBER. Do you speak to the same subject, Mr.
Ormsby?

Mr. OR3IsBY. Yes, sir; the same industry. I represent the Ormsby-
Morris Co., of Waterford, N. Y., and six or seven other companies
which are interested in the manufacture or processing of suded cot-
ton cloth and gloves.

I have prepared a very short brief, and I wish to speak on a few
points in it.

Senator SsOOT. Why not make it a part of your remarks?
Mr. OR3sBY. I would like to do that, sir, if you please.
These goods that we manufacture were not made in this country

when the war with Germany began. We were unable, prior to that
date, to make them here. About 1915 or 1916 we got going in a
small way. Up to the end of 1918, as you will see by the reports of
the Tariff Comnission, it got to be a very considerable industry.

I am not at this time addressing myself to the question of the
amount of duty that we want as a protective tariff. -1 came here to
speak in favor of the scheme of American valuation on imports.

As I view the situation, thQ Government of the United States needs
revenue, all the revenue it can get for its requirements, both from
imports and from our home manufactures, and from every other
source of income that can be devised. I make the point that the
existing system of foreign valuation of imports is a failure.

Of the difficulties which surround it I quote from a textbook
entitled "Bender's Federal Revenue Law--utoms Revenue," page
346, which appears to me to show the unsatisfactory result of attempt-
ing to lay a duty on a valuation in another country.

We consider that the results of the present tariff in money to the
United States Government have been far below the estimates, and
the reasons for these inadequate duty collections may be twofold-
the very low valuation, due to the cost of labor in foreign countries,
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or evasion of duty. The low cost of labor in some countries, com-
pared with our own, is incredibly low; and by that I mean that men
in the business who are making these things can not believe how
low it is.

Our industry to-day is at a standstill; and the reason that it is at
a standstill is because of German competition. Under the present
law the value is determined by a consular representative, in case of
dispute, who inquires in the foreign country.

I wouhl like to ask this-this is a proposition for the Finance Com-
mittee to find out how to raise the revenue, and the question is,
What is the best way to do it? Will you delegate foreign or local
American officers to go abroad and ascertain a duty from people who
are against furnishing straight information, and thereby putting it
out of the hands of the United States Government to control tat
situation, or will you take the American value, where you have a
control by legal power of every citizen to get at whatever facts the
Government wants to know about imports, costs, and market values?

In other words, it looks to me as if this huge machine of the United
States Government had actually sent out ol. the country and given
to the citizens of other countries the privilege of fixing duties on
imports into this country instead of going right into our own market'
to get them established.

wish to bring up also the point that the popular understanding of
dutiable value is the American price.

Ours is a representative system of government, and the views and
the thought of the American people should be considered. American
valuation should be adopted, because, when an ad valorem rate of
duty is mentioned, the ordinary, average business man and citizen
involuntarily supposes that the value used means the price with
which he is acquainted, that is, the price in the American market.

The law should be so stated as not to be misleading to our citizens,
but to represent public opinion. To the average citizen the duty of
30 per cent ad valorem or 40 per cent ad valorem means that per-
centage on values as the public knows them; in other words, the
market value in the United States.

There is one other point that I wish to bring up, and that is the
most-favored-nation clause-

Senat.r MCCUMBER. You ha ve your brief printed, and I do not
believe there is any use in wasting time. I think the committee has
heard that and they are settled in their conviction that there would
be nothing against the favored-nation clause. It seems to me a
waste of time. It is in your brief and you are going to have it printed.

Mr. ORMSaY. As to the legal validity, as to whether that is a legal
objection, perhaps the committee is right; but* on .the question of
whether it is a moral objection, whether we do not owe it in honor to
the people with whom we have such understandings, to put them
right on the same footing as Germany, which can undersell them all,
I do not know that that matter has been discussed. In other words,
our allies, England and France, come into our market along with
Germany, absolutely unable to meet her because our ad valorem duty
on the low labor cost German goods amounts to but a small fraction
of the duty imposed on identical French or English manufactures.
Therefore, I believe that we, in honor, at any rate, whether it is a
legal obligation or not, should allow our allies to get in here just as
cheaply wth their goods as Germany does.
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I have 14 or 15 of these briefs for the members of the committee.'
Senator MCCUMBER. We will have the brief printed as a part of

your testimony, if you wish.
Mr. ORM BY. Very well, sir. Shall I leave any copies
Senator MoCua3LBH. If youplease.
Mr. ORMSBY. That is allI desire to say.
Senator McCtMBER. We are much obliged, Mr. Ormsby.
Is Mr. Thomas White present?
Mr. ORMsBY. Mr. White is not here.

BJRIF OF OA RLS 0. ORMSBY, REPRESENTINO MANUFA0TUERRS OF SUtDZD
COTTX FABRIC AND LOVES.

Nudlor rerenue.-The requirements of the Government for revenue at present
and for many years to come are so vast that every possible source of income must
be resorted to, not only from imports but all other available means.

Eristing system offoreign valuation of imports afaiture.-Under present system the
returns from duties on imports are an empty shell as a revenue producer not one-
fourth of the estimated duty under the Underwood tariff being collected.. Of the difficulties of enforcing the existing customs laws we quote from the text-
book entitled, "Bender's Federal Revenue Law, Customs Revenue," page 346,
which says:

"The customs service is elaborate, and its proceedings are technical. In early
days things and men were taken somewhat at face value but, with the development
of modern commercial complexities and Inequalities, it Las been necessary to devise
and enforce the strictest po-sible supervision. An extensive use is made of oaths,
but practically nobody is believed. Invoices, manifests, valuations, book entries,
correspondence and statements are all subjected to a rigid checking which begins
abroad. Meticulous regulations and far reaching detectivism prevail. Importers
themselves, incited by competition, have helped to elaborate the scheme. Nor is
it possible to administer an extended, complex customs law by any other means.

'A detailed invoice must be prepared at the place of exportation, and have in.
dorsed upon it a declaration sworn before an American consular officer covering
much detail as to origin, market value or cost, etc. Except as to $100 of personal
luggage, no entry can be made of any importation without the production of a certified
invoice (or other sworn papers in special instances where the collector may conduct
a searching examination).

"A consular certificate does not establish the truth of a value given. Upon entry
by invoice a sworn declaration must be filed by the importer in a form officially pre.
scribed (now by regulation, not by statute). Fraud or falsity involves a penalty
for each offense up to $5,000 or two years in prison, or both, besides forfeiture of the
goods or their value."

The reason for inadequate duty collections may be twofold-either low valuation
due to low cost of labor in foreign countries or evasion of duty. The low cost of labor
in some countries compared with our own is incredibly low-in Germany less than
one-fourth of the American wages and in Japan much less than in Germany. The
amount of loss of duty under estimates is probably due to imposition on customs
officers and evasions.

The American manufacturer can not pay taxes if he loses his business. Goods are
bought in the cheapest markets, other conditions being equal. Therefore, if Ger.
many offers articles competitive with American manufacturers at lowest price,
Germany gets the busness and the American manufacturer loses the business. The
United States Government, State, county, town and city governments all tax the
American producer, but if the American manufacturer loes his business there is
nothing to produce a tax, except the exceedingly small customs duties now existent.

Low valuation.-Under the present law the value is determined by a consular
representative in case of dispute, who inquires in the foreign country, and as it is
to the interest of the foreign exporter and the American importer to get the duties
fixed at the lowest possible amount of duty, the customs officer is practically obliged
to accept the prima facie figures produced.

American valuation.-lf, instead of this ancient method of ascertaining value, we
take as the standard value of commodities the value in the American market, then
a basis is established which can be easily arrived at and over which the Government
has complete control.

Popular understanding of dutiable 'alue is the Anterican price.-American valuation
shout[d be adopted because when an ad valorem rate of d&ity is mentioned the ordinary
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and average business man and citizen involuntarily sup.oses the value used meansthe phe price in the American market. The
law should he so stated as not to.be misleading to our citizens, but to represent public
opinion. To the average citien a duty of 30 per cent ad -'alorem or 40 per cent ad
valorem means that percentage on values as the public know them. in other words,
on the market value i the United States.

Mosl.farored.nalion clatia.-In times of peace the nations 6f the world are bound
together with treaties; such treaties between self-respecting nations generally contain
the most-favored-nation clause. Now tinder the present systemof duty on a like article
that might be produced in any country if such article comes in from Germany it sould
be taxed say $1 per unit. If it came from France the duty might be $2. If from
Great Britain it night be $3. In other words, the article would not come into the
United States on the same amount of duty from any two countries. Would not the
country that had to pay more than another to land its goods here have a grievance?
Would not this contravene the most-favored-nation clause in our treaty compacts?

Why continue a tariff law that practically vests in foreigners the appraisal of duties
over which the United States has no practical control?

The question is whether an antiquated and inadequate system of ascertaining
duties bbund and sewed up with years of unbending precedent shall be continued or
a new elastic and workable system be substituted in its stead, which will be effective
in collecting the duties intended by Congress to be secured.

The rate of duty is determined by Co.ngress according to Government needs or
policy; the question here is how to make its collection certain.

The objections raised by importers are simply a polite way'of saying that the objec-
tors do not want to pay the amount which Congress decides they nball .Ipay.

The adoption of American valuation will go a long way toward removing the tariff
question from politics because American manufacturers have no confidence whatever
ih the present system of valuation and from sad experience know too well the disas-
trous effects on their industries. We, therefore, urge the adoption of American valua-
tion as recommended by the Ways and Means Committee.

TAis petition or brief Is submitted by Charles C. Ormsby, of Waterford, N. Y., on
behalf of the following manufacturers of sueded cotton fabrics knit on warp knitting
machines and gloves made therefrom, a new industry established during the war and
to-day arrested and standing still through influx of German competitive imports.

Ormsby-Morris Co. Waterford, N. Y.; O-M Glove Corporation Waterford,
N. Y New Fabric Cloth Mills (Inc.), Oswego, N. Y.; Merrill Silk
Co., fornell N. Y.; Fulton County Silk Mills, Gloversville, N. Y.;
Fonda Silk Fabric Co., Fonda, N. Y.; Backner Bros. Co., Gloversville,
N. Y.; Grewen Fabric Co. (Inc.), Johnstown, N. Y.; Kingsley &
Mansfield, Northville, N. Y.

Senator MCCUIIBER. Mr. Ernest Jones is the next speaker.

STATEMENT OF ERNEST TONES, MANUFACTURER OF SUkDED
COTTON CLOTH, GLOVERSVILLE, N. Y.

Mr. JONES. Mr. Chairman and gentlemen of the committee, I make
the su~ded cotton cloth that goes into the manufacture of these
gloves. Before the war we imported cloth, as we could not make
it in competition with Germany with 30 per cent duty at that time.
While the war was on we made it successfully, first usig English
yarn, the same as the Germans used, and later we used American-
made yarn entirely. We sold the cloth to numerous fabric-glove
manufacturers, including many of those who are now importing
again.

While the war was on these same importers who are fighting
against American valuation used our goods. They complimented
us on the quality of product and progress we made and encouraged
us to go ahead and erect new plants and put in more machinery and
increase production. Now the German-made goods are coming in in
floods and we have absolutely no demand. The two mills that we
ran almost exclusively on the cotton and su~ded Atlas cotton cloth
are shut down entirely. We hung on, hoping for an adequate tariff
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to protect this industry but now all our machinery for making these
gloves is closed down. We will start the machines up again if we can
get American valuation.

I have just returned from England, where I saw the secretary of
the British Fabric Glove Manufacturers' Association. He has no
business. The British fabric-glove manufacturers are shut down
entirely on account of the cheap German competition owing to the
low rate of exchange and cheaper German labor. I saw in numerous
dry-goods stores in Great Britain German-made fabric gloves offered
at half the price of the native-made goods and no stamp showing
the country of origin.

Nearly all our machinery is American made, all the raw materials
are American grown and spun, and our help is American. Many
of them fought the Germans during the war in Europe. They only
understand .American, so give us American valuation and help our
American people and let the little "Fritzes" and the "Big Berthas,"
for whom the importers are pleading, look after themselves.

I thank you, sir.

STATEMENT OF THOMAS H. HALL REPRESENTING THE FABRIC
GLOVE MANUFACTURERS' ASSOCIATION, JERSEY CITY, N. 3.

Air. HALL. My name is Thomas H. Hall. I represent the Fabric
Glove Manufacturers' Association, and I am also president of H. S.
Hall & Co. and vice president of W. B. Chant & Son (Inc.), of Port
Jervis N. Y. I appear before you in behalf of the Fabric Glove
Manufacturers' Association to urge you to adopt the'American
valuation plan in the tariff bill.

We started this business, as the other gentleman said, during the
war as an absolutely new industry and we reached a maximum
production of about 1,300,000 dozen in 1918, as shown in the second
annual report of the Tariff Commission.

The business had been considerably developed up to that point.
Since that time we have been tapering off, so that at the present
time we have nearly reached the vanishing point, with very little
being done.

There are a few factories, believing that this tariff matter would be
settled before this, that have put qiA.e a little money, which they are
pretty sure to make a loss on, into stock for the fall trade. They are
working on the balance of their cloth, cutting it up and doing their
best to keep at least a sVleton organization together pending your
settlement of this tariff matter.

In looking over the matter of labor conditions it seems to us that
nothing but the American valuation plan can possibly help us through.
We do not want to be unreasonable in asking for rates, and I do not
propose to mention rates here; but the American valuation plan, in
considering German labor, seems at once essential.

One of our members was in Europe about April, 1914, if I am not
mistaken, and he brought this information wbich may be of some
value to you-that of the female workers in our industry, in Germany
in March, 1914, the average wage was about 15 marks at the normal
rate of exchange, which would amount to $3.57 per week. The male
workers averaged 35 marks. At the normal rate of exchange that
would be $8.33 per week.
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When he was there early this year he found that the female workers
had gone up to 150 marks, which, at the present exchange of about
1.25, would amount to $1.88. The male workers have gone up to
300 to 350 marks. My information is, I might say, that it is a little
lower than that; but say 350 marks. At 1.25 it would be$4.38.

So we find that the actual labor costs in Germany at the present
time appear to be a little more than one-half of what they were in
1914.

Our labor costs, on the other hand, have doubled since that time.
We are paying our people a different rate of wages according to pro-
ficiency but the women are getting, I believe, on an average, $22
per week for a 48-hour week, and the men are receiving $35 to $40
a week. That shows that we are paying ten times the amount for
our labor that Germany is paying for hers. You should also take
into account that every material that we use to-day is a product of
American labor-American cotton, American clasps, American
thread-we may use a little bit of silk in the trimming, but outside
of that everything is American, and it all really represents American
labor.

So that we are tremendously handicapped by the difference in labor
in Germany. It does seem to me that Germany is really capitalizing
her condition, her low rate of exchange.

I read in the Herald on July 9 an article referring to Hugo Stinnes, in
which it was stated that bigcombinations were being formed over there
altogether for the purpose of acquiring our trade and building a fleet.
It does seem to me that we are running a risk if we do not put some
kind of a barrier up against this depreciated rate of exchange. We
are running the risk of having all our markets, not only our foreign
markets, but our home markets, taken away from us to a great
extent. I really believe, myself, and I am sure you gentlemen on
this committee will agree with me, that we have jot to consider the
Americans and not the Germans in this matter.

And then another matter. If we want revenue we can get more
revenue for this country out of the American valuation clause than
we possibly can get out of the present method, and it will make them
all pay the same. That has been pointed out many times.

There is just one other point, and that is this: There is no ques-
tion in my mind but that we can show comparable and competitive
American products to the appraisers by means of which they will be
able to put a proper American valuation upon our class of mer-
chandiso. I can not speak for other classes of merchandise, but I
do feel that with regard to ours. I do not think the appraiser will
have any difficulty in doing it. We are willing to cooperate to that
end.

I thank you very much, and am sorry to have taken your time.

STATEMENT OF CHARLES S. HOLLANDER VIOE PRESIM)NT OF
ROHM & HAAS 00., BRIST6L, PA.

Mr. HOLLANDER. Mr. Chairman and gentlemen, my name is
Charles S. Hollander. I am vice president and chemical director
of Robin & Haas Co., in Bristol, Pa. I am appearing instead of Mr.
Otto Haas, who was scheduled for to-day, because he is necessarily
absent on account of other appointments.
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Senator WATSON. Just what do you make?
fr. HOLLANDER. We make chemicals for the textile and leather

trade. We are manufacturers of hydrosulphites and sulphoxylates,
potassium-antimony tartrate, synthetic tannins, etc.

These have all been considered in the proposed bill and these
schedules have been based on their American valuation. If the
American valuation is withdrawn from this schedule of rates we will
have no protection whatever. As it is, the protection granted is very
scant indeed but we hope, in some instances at least, to make good
and stay in the market, while in other instances we are afraid that we
will permanently have to stay out.

Senator WATSON. Where is your principal competition-in Ger-
many?

Mr. HOLLANDER. Yes, sir; Germany and in some respects England.
Senator WATSON. Are they coming in now from Germany? "_
Mr. HOLLANDER. Yes, sir; in very great amount. Since last De-

cember enough sodium hydrosiilphite has balff imported from Ger-
many to supply the American market for almost three-quarters of a
year at the rate it was used in 1913. Those importations are steadil.
going on.

Senator WATSON. If American valuation is retained in this bill are
you satisfied with the rate?

Mr. HOLLANDER. If the American valuation is retained we would
be fairly well protected.

Senator WATSON. And if the American valuation is not retained,
what rate would you have to have to protect you?

Mr. HOLLANDER. We would have to ask for about 15 cents specific
and 50 per cent ad valorein for the hydrosulphites and silphoxylates,
because we have to guard against German importation, which is the
most menacing for us. The English importation does not come into
consideration just now, because they can not produce nearly as
cheaply as the Germans can.

Just one word as to the feasibility, as we see it, of the American
valuation plan.

In regard to chemicals there is absolutely no difficulty whatever
in showing comparable and competitive goods. One chemical can be
analyzed and stated in percentages of purity just as well as any
other, and there is absolutely no trouble in making a comparison of
competitive goods. There is absolutely no difficulty, either, in
ascertaining the American value, because we have never had any
trouble in finding out prices that we wanted to know, and there is
no reason why the appraisers could not have the same facility as we
as a private frm have.

Senator WATSON. Did you make any of these chemicals before the
war?

Mr. HOLLANDER. We made artificial bates and other preparations
for the tanning industry before the war, but since the war we have
started the manufacture of titanium potassium oxalate, tartar
emetic, hydrosulphites, sulphoxylates, and synthetic tannins.

Senator WATsoN. Under the prohibition afforded by the war?
Mr. HOLLANDER. Yes, sir; and as I pointed out before they are

very, very important to the welfare of the American manufacturer of
textiles and medicinals. However, I shall not mention that now.
I want to point out that it is very easy to find the value of our goods,
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or other chemicals, for that matter, in the American market, and
there is no doubt that these quotations could be had at the port of
entry or the chief place of use. You can check up all these data,
either by getting the information directly from the manufacturer, or
from the consumers. I' think in that way I can show that as far
as the chemical schedule is concerned all the way through it would
be a very easy matter to ascertain the value of comparable and
competitive goods in this country.

T at is why we would ask you respectfully to base all our future
tariff laws on American valuation.

STATEMENT OF W. W. NICHOLS, REPRESENTING THE ELEOTRIOAL
MANUFACTURERS' COUNCIL, NEW YORK, N. Y.

Senator WATSON. Give your name and what you manufacture.
Mr. NIcHoLs. W. W. Nichols. I am a member of the tariff com-

mittee of the Electrical Manufacturers' Council and an officer of the
Allis-Chalmers Manufacturing Co. I am here, however, in another
capacity. What I shall say, Ihope, will shed a side light to strengthen
the perspective. I want to deal with the question of American valua-
tion versus foreign valuation in the abstract, perhaps giving a point
of view that has not been presented before.

Five years ago, in 1916, I headed an American industrial commis-
sion that traveled through France at the invitation of the French
Government, extended to the American Manufacturers' Export Asso-
ciation. We were in the hands of the French chambers of commerce,
who have, as you gentlemen perhaps know, an official standing in
France that chambers of commerce in this country have not. The
limited membership is composed of the leading industrials of their
several districts who are elected to such membership.

We had business conferences with a large number of the principal
chambers throughout France. I believe that by that means we were
able to collect a fund of valuable information in a comparatively
short time in a very unusual way.

I shall content myself with reading a few extracts from our report
and leave the rest to your imagination. I shall file this copy after
I have read it, if I may.

These are quotations abstracted from this report:
The commission anticipated that it would be called upon to discuss this much

mooted question at Limoges, and made its preparations accordingly. Reference is
made toit here only because there have arisen difficulties through our tariff adminis-
tration, which in their continuance can only act as deterrents to the extension of
our trade (p. 20).

An international device (tariff) which should be certain and uniform in its action
is so disturbed by fluctuations of both rates of exchange and prices as to make proper
application impossible and to appear to impugn the honesty of innocent parties.
For the sake of the world trade, which is destined to become of growing importance
in the commerce of the United States, most serious and early attention should be given
this phase of our tariff law (p. 21).

(From chapter 3, on "Trade and tariff":)
Another very important matter affecting our trade with France is the tariff ques-

tion. Past tariff difficulties between France and the United States led to a contin-
uous reference to the subject on the part of our French friends * * * All France
is informed regarding the notorious 7imoges china case. This unpleasant incident
has left a profound resentment in French manufacturing circles, and was frequently
used as an illustration of what was found most objectionable in our customs adminiA-
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tration methods. The difficulty of establishing the dutiable market value and the
unwillingness of our Treasury Department to accept their invoice value as correct are
annoyances; but above all the insistence of our special Treasury agents upon the right
to inspect private books, the labor costa, the costs of raw materials, etc., is particu-
larly resented. They feel this last to be an unwarranted intritsion upon the private
affairs of the citizens of a friendly, nation, and they can not be convinced that infor-
mation of this kind, if given, will not be diverted to improper use and reach their
competitors in the United States.

I think, gentlemen, I can leave this with you at this point. I
thank you.

Senator McCusiBER. We are very much obliged to you.
The committee stands adjourned until to-morrow at 10.30

o'clock a. m.
(Whereupon, at 5.06 p. In., the committee adjourned until to-mor-

row, Wednesday, August 3, 1921, at 10.30 o'clock a. m.)

Wednesday, August 3, 1921.

The committee met, pursuant to adjournment, in room 312,
Senate Office Building, at 10.30 o'clock a. m., Hon. Boles Penrose
presiding.

Present: Senators Penrose (chairman), McCumber, Smoot, La
Follette, Curtis, McLean, Reed, Calder, Walsh, and Simmons.

The CHAIRMAN. The committee will come to order.
The committee was supposed this morning to begin with the hear-

ings on the dye question, but as a gentleman was left unheard yester-
day on the American valuation, through the courtesy of Senator Mc-
Cumber, who was then presiding, he was promised that lie would be
heard to-day.

I will therefore call on Mr. Riotte to submit the rest of his views
to the committee, with the sincere hope that he will make them as
brief as possible, as we must abbreviate these hearing,, not only now,
but permanently hereafter. The committee will then proceed to
hearing those gentlemen who are interested in the dye question.

STATEMENT OF C. T. RIOTTE, REPRESENTING THE VEILING ASSO-
CIATION OF NEW YORK.

Mr. RIoTT.E. Mr. Chairman and gentlemen of the committee, I am
representing the Veiling Association of New York. Personally I am
a buyer, and I buy abroad and in the United States. I want to
explain that in buying veilings abroad we buy not from stock for im-
mediate delivery, but goods to be manufactured and to be delivered
anywhere from one to six months from the date the order is placed.

Senator SMoor. You do that same thing with the American manu-
facturer, do you not?

Mr. Rio TI. No, sir.
Senator SMOOT. You are a)out the only one, then, who does not.
Mr. RIOTrE. Of course, it is perfectly obvious that no one can buy

merchandise safely unless he knows what it is going to cost him.
Uncdr the American valuation plan that has bben suggested it is

going to be impossible, it seems to me, for the importer to te' what the
merchundise is going to cost him. Under the present law market
value has been geld to be the price at which a commodity is freely
offered for sale in the usual course of trade and usual wholesale
quantities on the date of exportation. But the Board of General
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Appraisers has held that in order to make the price effective as
market value it is necessary for a delivery to have been made, and animporter, therefore, has every reason to believe that the market
price at the time of his purchase will become the market value.

His act of having purchased is the first step in establishing the
market value. However, under the American valuation plan the
importer can not even approximate his costs, for the reason that he
will not know whether or not a comparable article or product
of the United States will have been made by the time the shipment
of goods he has purchased has been made.

Senator McLEANq. What proportion do you import?
Mr. RIorrE. Seventy-five per cent, I would say offhand. I am

talking, not alone for myself, but for approximately 24 other veiling
importers in New York City.

Under the American vahiation plan, when the importer places his
order on the other side, he does not get the delivery for from one to
six months afterwards, and the amount of duty that he will have to
pay on those purchases will largely depend upon sales or upon pur-
chases made at some time hence, *with all the uncertainty that the
future implies. There is nothing that the importer can do at the
time he places his order abroad to have any influence on the amount
of duty he will be called upon to pay when the goods which he has

,ordered enter the United States. If, on the other hand, the goods
are not comparable or competitive with products made in the United
States he will have to pay a duty based on the selling price at the
rate of 45 per cent under paragraph 1430 of the Fordney-bill.

This rate can not be compared with the rate in the Underwood
tariff and the Payne-Aldrich tariff, in both of which tariffs veilings
were provided for at 60 per cent, unless we go to a table.

As the importer's profits increase, the rate of duty he is called upon
to pay the Government' also increases, so that when the importer's
gross profit is 5 per cent on a basis of 45 per cent on the American
plan, the percentage of duty on his foreign cost will amount to 94.5
per cent; when his profit is 10 per cent, he will be called upon to
pay 105 per cent; when it is 15 per cent gross profit, he will have to
pay 1181 per cent; when the importer's gross profit is 20 per cent, it
means that the percentage of duty on foreign cost is 135 per cent; 25
per ceht gross profit means 157.5 per cent; and 30 per cent gross
profit means 189 per cent on the foreign cost. I would like to
submit this table so that it may be put in the record.

The CHAMMAN. Very well. Is that all?
Mr. RIorr. No; I have another point that I would like to make.

I have a calculation appended to that table which shows that where
an article bears a foreign cost of $1. figuring the expense of transpor-
tation at 5 per cent and a duty of 45 per cent on the selling price.
amounting to $1.89, and adding a gross profit of 30 per cent, you get
ain American selling price of $4.20. C%

If you will look at that table, you will see that the duty, as I say,
was 189 per cent of- the foreign cost, and on that $1.89 for duty itis
not possible for the importer to make any profit. You must get an
equivalent based upon a very high percentage of profit on his foreign
cost, so that on this particular article he must make 126 per cent on
his cost in order to equal 30 per cent gross profit.
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Most of the members of the Veiling Association are jobbers. They
sell to the retailers throughout the United States, so that the selling
expense and the overhead expense amount to at least 20 per cent
gross. It is, therefore, impossible for them to figure on less than 30
per cent gross profit. But what is more important, so far as this
question is concerned is that it means that this particular article
which costs $1 abroad and it can be sold under the present rate of
duty at $2.35, would have to be sold at $4.20 in order to make the
same profit. The bad feature is that it can not be sold at that price,
and so it would be excluded from importation.

Senator MCCUMIBER. Suppose that the American article was $4.20
for the equivalent article. Then could it not be sold up very close to
the American price? Would there be still left plenty of leeway I

Mr. RiOTTE. I will answer that question in this way, Senator Mc-
Cumber, that any article which would sell for $2.35 would have to be
an imported article, because a great part of the value lies in the hand-
work which has to be put upon it, and while we make veilings in this
country at this time, we do not attempt to make anyt hin at such
prices. It would, therefore, have to be an imported article.

Senator MCLEAN. When you use the figure $2.35, what is your
unit?

Mr. RzOTrE. A yard.
The veiling importer is then in the position that he must either buy

goods appraised on the basis of comparable or competitive American
products, without knowing how much the duty that he has to pay is
going to be, or, if appraised on the basis of the selling price, figuring
a legitimate profit, it will bring his duty up so higi that the price
will'be prohibitive.

If this provision of 45 per cent is intended as a revenue measure,
I can predict-and I think I know-that it will not produce any. It
may produce a very little, but nothing to speak of. On the other
hand, if it is intended as a protective measure, I may say that it is
really not needed.

TheAmerican manufacturers who make the mesh veilings-and that
is the ground work-can sell to members of the veiling trades in
New York City at prices lower than those charged for comparable
foreign goods, or at prices lower than foreign comparable goods can
be landed at with 60 per cent duty on the foreign cost. So far as
those things are concerned, we would not care what rate of duty
would be put on them because we would still continue to buy them
here.

Furthermore, every importer is a veiling manufacturer because of
the peculiarities of the business. The veil is an article of fashion,
and as in all articles of fashion, the demand rises very suddenly,
so that wherever it is possible goods are made here, and the
greatest protection, so far as the veiling industry is concerned with
respect to those particular classes of goods made by hand, is the
length of time necessary to import goods from the other side.

We are.importing veilings from France which can not be made
here at any price. We need them very much. They are part of the
veiling line, and it is necessary to include these goods. Under the
Fordiey bill as it stands now it can not be done.

If you will permit me I would like to say a word from the stand-
point of Government aAministration. I was formerly an examiner
of veilings at the port of New York. I examined veilings for practi.
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cally II years, so that I know something about how to appraise.
Veilings can not be appraised by picking up a piece, looking at it,
estimating the cost of production, and then adding a fixed percentage
for profit. You can not arrive at a correct figure on that basis.
Veils are artistic; they are articles of style; and style and design are
everything in the veiling industry. There are thousands of patterns,
and all invoices of veilings which come into the United States at the
present time state from whom they were purchased, when and where
they were manufactured, the pattern number, and the prices paid.
A record can be and is being made by the Government examiners of
every pattern of veilings imported into the port of New York. With
all that information, it is comparatively easy for the Government
examiner to arrive at the fair market value, but he has to have that
information to reach his conclusion.

The importer buys abroad in large quantities and peddles his goods
out here in small quantities.

I could not help but get the impression from the testimony which
I have heard given before this committee that the American valuation
plan was designed to permit the American manufacturer to compete
with his German competitor. In that connection, I think it is fair and
just that it should be applied to those goods which are made in
Germany and with which the American manufacturer can not
compete, but why apply it to goods not made in Germany-goods
which come from countries that were our allies during the war and

wtith which we are on the friendliest terms.

If you are going to adopt the American valuation plan; if you
think that is the only way to affect the result of protecting the
American manufacturers, why not apply it either directly or indi-
rectly to those particular goods that you desire to protect.

Senator MCCUMBER. In other words, you would have two plans,
or perhaps three of them. One would bo the American valuation
plan, one would be the specific duty, and another might be an ad
valorem rate based upon foreign value.

Mr. Rio-rE. I certainly would; because it is the only way, so far as
novelty goods are concerned, that they can be appraised; that is, on
the imtial foreign cost. You have something siiilar in the present
act.

The CHAIRMAN. Is that all?
Mr. RIOTTE. Yes; I think so.
[Hearings on Dyes Embargo were then taken up and those on

AmericanValuation w6re resumed on Wednesday, August 10.J

Wednesday, August 10, 1921.

The committee me, pursuant to adjournment, at 2.30 o'clock
p. in., in ro m 312, Senate Office Building, Hon. Reed Smoot presiding.

Present: Senators Smoot (acting chairman), MeCumber La Fol-
lette, Dillingham, McLean, Watson, Calder, Sutherland, and Jones.

STATEMENT OF NATHANIEL VAN DOREN, CUSTOMS AGENT UNITED
STATES TREASURY DEPARTMENT, PORT OF NEW YORK.

Senator SmooT. What is your present occupation?
Mr. VAN DOREN. I am a customs agent of the United States

Treasury Department, at the port of New York.
Senator SMooT. How long have you been in the service?



Mr. VAN DOR N. I have been in the service since 1901 in various
positions. I was out during the war and returned after the armistice
was signed.

Senator SMooT. Are you an appraiserI
Mr. VAN DOREN. I am not, sir. I am one of the officers employed

in the prevention and detection of fraud upon the customs revenue.
The duties of those officers are not confined to appraisement, and, in
fact, they have no official authority to appraise. The duties are
rather supervisory and investigative.

Senator SMOOT. Have you ever been an appraiser?
Mr. VAN DOREN. I have not, sir.
Senator SMOOT. Will you proceed, Mr. Van Doren, to inform the

committee, as far as your knowledge goes, as to whether you think
that the American valuation can be adopted, and, if so, what are itsadvantages and, if not, what are its disadvantages; and if you care to
I would like to have you compare the American valuation system
or plan with that which is now in vogue, or, in other words, the
foreign valuation.

Mr. VAN DOREN. For the past, 18 years I have had occasion to
observe very closely the operations of the foreign valuation basis for
the assessment of ad valorem duties. During most of that time I
have worked at the port of New York, where over 60 per cent of the
importations into this country are received.

There has been during that time, under my personal observation
and knowledge, considerable undervaluation by foreign shippers, and
in some cases by domestic importers.

In using the term "undervaluation" I do not wish to be under-
stood as saying that all such undervaluation was fraudulent. There
are many cases where the shipper or the importer stated the cost of
the merchandise at the time of purchase or tt the time the consular
invoice was presented for certification, and the actual date of ship-
ment, being subsequent thereto, there came about a change in value
which resulted in effect in an undervaluation and possible loss of
revenue had the invoice statement been accepted.

The foreign investigating service has a great many reports showing
that the difficulty of obtaining the actual foreign.vadue as defined by
law makes it impossible to appraise all merchandise at its true foreign
value. It has thrust upon the appraiser and the appraising officers
the responsibility for passing the entries at the best value they can
determine upon, and the result is that, in my judgment nearly all
the import entries arc passed as entered; and where passed as entered
no question of value is raised, and no one can ever know the amount
of undervaluation or loss of revenue that is the result of that con-
dition.

I have been pretty closely associated with appraising officers in my
various lines of wor, and r know they are a highly conscientious and
able body of men. I know, too, that in many cases they fall naturally,
as is human, into the habit of trusting the importers with whom they
come in daily contact, and, by such contact, learn to believe they are
honest. In cases of that kind the appraisers almost inevitably
appraise the importer and not the mercliandise.

They have a very serious task before them, and, on the whole, I
think it is performed with an unusual degree of success. But I can
not believe that the Government receives the proper measure of
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protection to the revenue by te' existing system which the law
contemplates..I came to the study of the American valuation plan with an open
mind. I had no prejudices one way or another. I have examined the
language of the Fordney bill and I can not see, as a man with experi-
ence in customs work, any insurmountable obstacle to carrying out
its provisions, provided proper preparation is made before the bill
becomes a law.

Senator WATSON. Before you go to that. You wore talking
about the qualifications and character of those representing the
Government in various customs offices. Do you know whether, or
not those men, to any considerable degree, consciously or uncon-
sciously are influenced by their political ideas as to free trade or
protection?

Mr. VAN DOREN. I have never observed such condition, sir.
Those men are, as a rule, most conscientious.

Senator WATSON. It has been very freely charged that nearly all
the men in the customs service over there are Democrats, and there-
fore free traders, and they naturally, following their inclinations,
are inclined to make appraisements accordingly. I was wondering
whether or not you had met that or come in contact with it in your
service.

Mr. VAN DOREN.. I would not like to make such a statement,
Senator, because nly experience would not bear it out. There are
always exceptional instances, however.

Senator WATSON. Yes, certainly.
Mr. VAN DOREN. It has been freely stated that immediately upon

the passage of this bill there would be congestion in the appraisers'
warehouses and thepresent officers Ivould be confronted with a task
which no human beings could perform. This being due to the neces-
sity of immediately ascertaining the American value of comparable
and competitive merchandise, in my judgment it will be necessary for
your committee to consider the necessity of making some preparations
for this situation by investigation prior to the passage of the act.
There are plentiful investigating agencies of the Government by which
such inquiry could be made. I presume that money would have to
be furnished by appropriation. That is a detail.

Senator JONES. Do you believe that those inquiries should be made
and there should be a valuation ascertained for the various com-
modities prior to the putting into effect of the act ?

Mr. VAN DOREN. I think the investigation should be made and the
current values of commodities which are known to be of a class which
will be competitive should be scertained and proclaimed by the
Secretary of the Treasury or other competent authority for the
guidance and assistance of the a raising officers.

Merchandise is ordered, as a rde, considerably in advance, and it is
shipped considerably in advance of the delivery of the merchandise
itse, and always the invoices and other advices from the foreign
shipper are i the hands of the customs authorities long before the
merchandise arrives. It would take some considerable work to keep
abreast of the situation and prepare, but I believe that the vast
majority of the kinds of merchandise could be prepared for. I am.
speakin-g now of merchandise that is known to be comparable and
competitive.
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Senator SMOOT. And along that line, that it has been coming in in
the past and about in the same qualities and quantities.

Mr. VAN DOREN. Exactly.
Senator JONES. Then may I inquire further. These prices are

varying from week to week, are they not?
Mr. VAN DOREN. Yes, sir.
Senator JONES. How do you manage to keep abreast of the times?
MAr. VAN DOREN. The price is the price at date of foreign shipment.
Senator JONES. But that date changes from week to week.
Mr. VAN -DOREN. Not with respect to that particular shipment.
Senator JONES. But with respect to the valuation.
Mr. VAN DolimN. The value on the date of shipment is the value

I have in mind, sir.
Senator JONEs. How would you ascertain the value of the com-

petitive article as of that given date, the date of shipment?
Mr. VAN DOREN. By inquiry covering the date.
Senator JONES. In other words, you would- have to revise your

valuations every dayI
Mr. VAN DOREN. Not necessarily, sir. I think the American manu-

facturers of goods which are known to be competing goods with
foreign articles will be very ready to assist the appraisers by fur-
nishing them daily bulletins as to values.

Senator JONES. How mady foreign articles would you estimate
would come under the provisions of tis bill upon which the American
valuation would have to be ascertained?

Mr. VAN DOREN. I am not able to give you an estimate, Senator.
It may be 20 per cent it may be 40 per cent; I can not say.

Senator JONES. You hardly get my question, I believe. How many
various articles coming in under the provisions of this bill would
have to be considered by the customs officers in fixing the American
valuation ?

Mr. VAN DonE%.. I am afraid I can not answer that, sir. There
will be some witnesses to follow me that are more intimate with
appraisement conditions and who may be able to give you that
answer.

Senator JONEs. Are you acquainted with the number of commodi-
ties imported which would come under this bill?

Mr. VA. DOitEN. No, sir.
Senator JONES. How, then, can you arrive at the conclusion that

this ascertainment of value is not a very big jobI
Mr. VAN DOREN. Oh, it will be a big job. Anyone who comes

here and advises this committee that this can be done easily and
simply will be trying to mislead you. I do not think it can be done
easily and simpl . 'I did not mean to convey that impression.

Senator JONES. I got a wrong impression, then.
Mr. VAN DOREN. If I conveyed that impression, I was in error,

because I did not mean to say so.
Senator SMOOT. It is not done simply and easily with the foreign

valuation.
Mr. VAN DOREN. By no means.
Senator JONES. With the foreign valuation you take the sworn

statement, do you not, prima facieI
Mr. VAN DOREN. In many instances; yes,.sir.
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Senator SMOOT. That is what we expect to do with this before we
get through with the bill.

Senator JONES. There is no provision in this bill, so far as I have
been advised, as to the importer having to swear to the American
valuation of the competing article.

Mr. VAN DOREN. As to the details of administration under this
bill I would not like to be called upon to express a full opinion. The
practices which have been followed for many years in the customs
service would undoubtedly be availed of in future transactions under
this new provision. It seems to me it is simply a change-from the
basis of the foreign value to the American value in cases of articles
where such value can be ascertained.

Senator JONES. The legislation, in instances with which I am
acquainted, unless I am entirely wrong about it, takes the purchase
price, does it not? And you do not have to inquire into the market
value of the foreign product in the foreign country?

Mr. VAN DOREN. I would prefer to Dave one of the appraising
officers answer that _question in detail.

Senator SMooT. You have already stated it to the committee.
You have said it was not the purchase price. It is the price or the
value on the date of exportation. The purchase price may have been
madr six or eight months before.

Mr. VAN DOREN. That is true, as I understand it; but the Senator's
question deals with a detail of an appraisement tat I think should
be answered by an appraising officer.

Senator DILLINOHAM. That goes back to a statement that you
made in the beginning. I understood you to say that your work had
been in connection with cases of undervaluation?

Mr. VAN DOREN. Not for several years. I had several years' con-
nection with that work. For the past several years I have been
investigating drawback claims. I presume that I was called before
this committee because of my varied experience. I have been chief
clerk in the appraiser's warehouse in ow York, secretary to an
appraiser, private secretary to two assistant secretaries in charge of
customs; Iwas special agent in charge at New Yorkand directed an
investigation into undervaluations, but did not perform the detail
work myself. I have a general view and knowledge of customs
procedure. 

a

Senator DILLINOHAM. What has been the result of your observa-
tion in respect to the question of undervaluations?

Mr. VAN DOREN. In the past?
Senator DILLINOHAM. Yes.
Mr. VAN DOREN. I think they have been persistent and continuous

in a great percentage of the importations and will amount to sufficient
in money to present a very serious loss to the revenue if not checked.

Senator LA FOLLETTE. About what percentage of undervaluations
do you have of the total imports in New York ?

Mr. VAN DOREN. That would be guesswork on my part, Senator.
I would not like to say.

Senator CALDER. Would it be 10 per cent I
Mr. VAN .DOREN. I doubt if it would. I think it would be less than

10per cqnt.
Senator LA FOLLETFE. Do you think it would be less than 5 per

cent?
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Mr. VAN DOREN. It might be as low as 2 per cent; but that is
guesswork also. I know it exists, and I know it exists continually,
and the bulk of it, in my opinion, is never discovered.

Senator DILLINOHAM. When you speak of importations you are
speaking of the gross importationsI

Mr. VAN DOREN. Yes, sir.
Senator LA FOLLETTE. If it is never discovered it is pretty specu-

lative to say how much it is.
Mr. VAN DOREN. I admit that, sir. I am expressing an opinion,

but it is based on my past experience and observation.
Senator LA FOLLETrFE. You spoke of the appraisers coming to

believe in the integrity of the importers.
Mr. VAN DOREN. Just as a banker believes in the integrity of the

men to whom he loans money, sir.
Senator LA FOLLETTE. You have been for a great many, years

working in the department for the discovery of frauds. Do you
think that possibly you have come to look upon all people as guilty
of fraud?

Mr. VAN DOREN. That would be a natural tendency.
Senator LA FOLLETrE. That is a natural tendency, is it not? You

have tried to keep yourself from that?
Mr. VAN DOREN. I have studiously tried to avoid that. In fact,

unless I have evidence I do not permit myself to form an opinion.
I have made that a rule for many years.

Senator S.%1OOT. But you do know that there are a great many cases
of it?
- Senator McLEAN. These undervaluations are due, in a measure,

to the difficulty of ascertaining the foreign valuation?
Mr. VAN DOREN. I think in many cases they are due very largely

to that difficulty.
Senator McLEAN. You think that the difficulties of securing foreign

values in the case of an undervaluation of an importation that is
undervalued would be commensurate with the difficulties of obtaining
domestic valuation?

Mr. VAN DOREN. I believe that we could get domestic values in a
very much more -satisfactory manner after it is once established.
The difficulty is going to be the inauguration of it. I think that
after the system is once established it will work well. We have here
machinery to compel the attendance of witnesses, the production of
books, papers, records, cost accounts and every other item we need
to determine values, and we can not get that from the foreign shipper.

Senator McLEAN. Outside of this 2 per cent or 3 per cent or what-
ever percentage it may be, the difficulties in securing foreign values on
the whole importation must be considerable?

Mr. VAN DOREN. I should say so.
Senator McLEAN. And with conditions as they are now and

probably will be for a great many years to come those difficulties
vill not diminish?

Mr. VAN DOREN. I do not see how they can; and in view of the
depreciated currency condition and the widespread business depres-
sion throughout the world, we may say, I think the time has come
when this country must do something to insure the protection of
its customs revenue. There never was a time when we needed to
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get every dollar more than now, and I do not believe the foreign
valuation' system is going to insure that result as well as we can when
we can control the values ascertained here.

Senator McLEAN. From your experience are you willing to give
the committee any opinion as to the length of time that will be re-
quired to arrive at the domestic valuations so that importations
can be received and assessed? Of course it will depend upon the
force, and so forth; but assuming that the matter is taken up in a
businesslike way and with a determination of solving the problem
if it can be solved and if the necessary funds are bad, how long a
time would be required I

Mr. VAN DOREN. Not basing this upon my own estimate but basing
it upon the estimate of a man whom consider to be an authority on
appraisement--we were discussing the matter and he said that with
50 experts he could make the necessary preparations within three
months.

I do not think that I am as competent to express an opinion as a
man who is an expert in appraisements.

Senator SMbooT. You may proceed.
Mr. VAN DOREN. I would like to point out to the committee that

nearly everything I am saying is a matter of judgment and opinion
based on my experience. I am not qualified as an expert appraiser
but I am qualified as a practical customs man with a great many years
of active work-

Senator McLEAN. You have been there 18 years?
Mr. VAN DOREN. About 18 years.
Senator JONES. Have you ever had any occasion to consider values

in the United States with a view of levying a trx upon merchandise?" Mr. VAN DOREN. No, sir; but I have had occasion to consider
values of a tremendous variety of American products which -are ex-
ported abroad and in connection with my investigation of drawback
claims, where I have had to go into factories, study the methods of
manufacture, the kind and quantity of materials, the various kinds
used in producing export products, the manner in which they are ac-
counted for, costs, wastes, and all the details essential to determine
the amount of drawback payable on an exported unit.

Senator JONES. That has been an investigation of particular trans-
actions, -has it not ?

Mr. VAN DOREN. Yes, sir.
Senator JONES. Where the prices in this country vary, how would

you ascertain the competitive value or price?
Mr. VAN DOREN. There are certain principal markets in this coun-

try for most stable products. I believe it would be necessary to have
investigations made and the principal market proclaimed by the
Secretary of the Treasury or other competent authority.

I think we would get to as nearly an accurate basis in that way as
we now do with regard to imported merchandise which takes the
value in the principal market of the country from whence exported,
although it may actually originate several hundred mires from that
point.

Senator JONES. It would be more or less of an arbitrary transac-
tion, would it not?

Mr. VAN DOREN. Just exactly as the foreign market value is to
some extent arbitrary in the manner I have described.
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Senator SUTHERLAND. You do not invariably, then, take the foreign
invoice rice as the basis of value on importedarticles?

Mr. VAN DOREN. I believe the foreign invoice price is, as a rule,
adjusted to the market value; but an appraising officer can answer
that question more accurately, Senator, than I can.

Senator SSioor. Is there anything else that you desire to sa?
Mr. VAN DOREN. Not unless you have some questions to ask.

STATEMENT OF GEORGE F. LAMB, UNITED STATES SPECIAL AT-
TORNEY, DIVISION OF CUSTOMS, DEPARTMENT O JUSTICE.

Senator SMiOOT. State to the committee what your position is in
the Government service.

Mr. LAMB. I am special attorney in the Division of Customs, under
the Attorney General's office. Prior to that I was connected with
the customs for about 30 years in various capacities.

Senator SMooT. In what positions?
Mr. LAMB. I was in the Protes.0 Division, Liquidating Division,

Entry Division, and I had taken a law course and was put in the
Law Division and was assigned to the investigation and preparation
of fraud cases. In that capacity I was in Europe on three occasions
investigating cases which arose here.

Senator S.MtOOT. Mr. Lamb, I would like to have you state to the
committee just what your conclusions are with relation to the Amer-
ican valuation as provided for in H. R. 7456.

Mr. LAMB. From my experience I am in favor of it. I have jotted
down some of the reasons that led me to that conclusion.

One was that it would compel countries in which the cost of labor
is low to pay the same amount of duty on importations of similar
merchandise that countries having high labor costs would pay. It
would also do away with the irritation caused in foreign countries by
the investigations made by our special agents. That was exempH-
fled in France in connection with the Limoges investigation, andin
Germany-I believe our special agent was ordered out of Germany.

I think it would also do away vith closed markets, like Limoges,
St. Gall, and Nottingham, where, as a matter of fact, we knew very
little of what the costs were and information was refused.

Again, I think it would prevent undervaluations. I come do. n
here last Tuesday and heard Mr. Lockett, from Boston, state to the
committee that he had never heard yet of any cases of undervaluation
being presented to the Senate Finance Committee.

On the 17th of May I had a case for presentation to the Board of
General Appraisers in which Mr. Lockett was the attorney. That
case, briefly, was one of a firm up in Boston which had imported sets
of aluminum pots from Germany. They had actually paid 300
marks per set, but they invoiced them at 115 marks, an und ervalua-
tion of 167 per cent. The importers' agent who made the purchase
went on the stand and insisted that 115 marks was the correct price,
but the private invoices which showed what had actually been paid
were produced and he finally admitted that the consular invoice of
115 marks price was false.

The second case, which I have on my desk at the present time,
involves about 40 Italian importers engaged in the importation of
sardines from Sicily. The investigation by a special agent over there,
which was made in connection with the reappraisement, showed that
while this merchandise was invoiced at from 250 to 300 lire, per 100
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kilos, the actual price in Palermo, Sicily, was from 500 to 700 lire, an
undervaluation of well over 100 per cent.

There was another case in June of an importation of umbrella
frames invoiced at 200 marks, appraised by the general appraiser at
315 marks, and the evidence strongly indicated that it was a fraudulent
undervaluation.

I might add, in connection with this Boston matter covering the
importation of aluminum pots, that when the case was brought to the
attention of the Assistant AttorneyGeneral he dictated a letter to the
collector of customs recommending that further action be taken in
the court; that is, with the view of having it brought to the attention
of the United States attorney.

Senator LA FOLLETTE. What was that importationI
Mr. LAMB. Aluminum pots.
I had another case of an importation of cigar lighters from Austria.

They were entered at 21 kronen apiece. In examining the witnesses
to find out what evidence we could secure, one of the witnesses
showed me a letter from the shipper in Vienna to him-that is, the
shipper of the merchandise under reappraisement-telling him he
was invoicing this merchandise at a price which would save the im-
porter money at the customhouse. The price invoiced was 21 Kronen,
but the price which the witness actually paid and which he entered
at the customhouse was 5 kronen, an undervaluation on the consular
invoice of 100 per cent.

There was a case before the board of some mica diaphragms for
phonograph records. This merchandise was invoiced at 2 cents
apiece. The board found the proper valuation was 10 cents apiece,
an undervaluation of about 400 per cent.

The last case I had was an importation of some silicofluoride of
sodium, which was invoiced at about 7j marks a kilo, whereas the
price p aid by other importers about the same time was 101 marks,
an undervaluation of about 37 per cent.

These cases have all arisen, or at least have come to my attention,
within the two months of May and June. I do not mean that they
were imported in that time. They were imported at various times
prior to that; but the number of them in that time leads me very
strongly to believe that they are not by any means the only cases of
that sort which would be brought to our attention if we could get all
the facts.

Senator LA FOLLB'rE. Are they. the only cases that have come
under your personal observation?

Mr. LAMB. Oh, no. We had a great many fraud cases when I
was in the law division of the customs, Senator.

Senator LA FOLLETE. How long have you been in your present
position?

Mr. LAsm. I have been in my present position since the 1st of
March.

Senator LA FOLLETTE. These cases you have enumerated are those
that have come under your observation in your present positionI

Mr. LAMB. During May and June.
Senator LA FOLLETTE. Were there .any before that in. March and

April ?
Mr. LAMB. Every case that comes under my observation, Senator,

is an undervaluation case in which the appraiser has advanced the
invoice value and the merchant has taken an appeal.

324



AMERICAN VALUATION, 825

Senator LA FOLLEmTz. Those are the cases that you deaw with I
Mr. LAMB. Yes, sir.
Senator LA FOLLETFE. So that every case that comes to you is a

case in which undervaluation is charged I
Mr. LAMB. Yes, sir; but not always fraudulent undervaluation.
Senator LA FOLLETrE. How wide a territory do your observations

coverI
Mr. LAMB. Any importation from any country is apt to come to

me. There are nine attorneys in the Customs Division, and these
cases are assigned according to the nature of the commodity; so that
you might get an importation from China, Japan, India, England,
France-any country in the world, in fact.

Senator LA FOLLITFE. And there are nine other men working on
that work ?

Mr. LAMB. Eight others, not including the Assistant Attorney
General.

Senator LA FOLI.XYIE. Eight others besides yourself working on
cases of that class?

Mr. LAME. Yes, sir.
Senator LA FOLLFrE. And is that just for the port of New York

or for all the Atlantic ports I
Mr. LAMB. It takes in all the ports in the United States.
Senator LA FOLLEWrE. For your part of that work you have had

brought to your attention since last March, when you went in, these
cases which you have citedI

Mr. LAMB. Yes, sir; as showing fraudulent undervaluation, as I
view it.

Senator McLEAN. Just how are these undervaluations detected,
and what are the opportunities for withdrawals without detection ?

Mr. LAMB. In a great many instances we receive our information
from other importers, men who come in competition with goods that
have been brought in at an undervaluation. It is usually brought
to the attention of a competitor by his being unable to sell his goods.

Senator McLEAN. If there were a combination among competitors
there would be opportunities for withdrawals which would not be
brought to your attention I

Mr. LAMB. I do not understand what you mean by "withdrawals,"
Senator.

Senator McLEAN. From the customhouse.
Mr. LAMB. I see. We have a technical term for withdrawals,

meanirg goods taken from the bonded warehouse. You mean taken
from the custody of the customs officials?

Senator McLEAN. What I mean is entry of goods here that are
undervalued. As I understand from you, these undervaluations
are brought to your attention by some competitor?

Mr. LAMB. That is one instance. Frequently il. is discovered by
the special agents abroad.

Senator McLEAN. What instrumentality is the Government using
directly to discover these undervaluations I

Mr. LAMB. The first line are the special agents in foreign countries,
but that is a very weak line. There are only sx of th,m all over the
world. Price lists are supplied by these specia! age, ts and by 'eon-
sular officers. When the goods arrive here the examiners who k643p
in touch with market values and keep in~tpuch with merchandise in
similar lines- t
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Senator CALDER. Is not that the very best method you have of
catching undervaluations?

Mr. LAMB. It is the best one of them at the present time, Senator.
Senator CALDER. The most effective?
Mr. LAMB. Yes, sir; as far as we know.
Senator CALDER. When the goods come in the examiner inquires

into them and compares their value with the values of other goods
imported a little earlier and he gets at once the difference?

Mr. LAMB. That is true.
Senator McLEAN. Under the present system is it easy or difficult

to introduce goods upon undervaluationI
Mr. LAMB. It is not easy where there is an open market on the

other side and when goods are sold freely to all purchasers, because
then you can secure the invoices of other importers, and by com-
paring them, if importer's value is lower, his invoice values are in-
creased to the values of the other importers. That class of cases is
the one which most frequently comes before tis.

Senator McLEAN. Just now are not foreign values rather difficult
to ascertain? "

Mr. LAMB. No more so than they were before, because we rely to a
large extent on the same information, the invoices.

Senator McLEAN. That is the point I want to get at You rely
upon the invoices That is a pretty uncertain reliance, is it notI

Mr. LAMB. If they are endeavoring to undervalue, it is, because
they are not going to state facts.

Senator MCLEAN. It is easy to put things over if you take the
invoice. Consequently, unless some competitor calls an instance of
undervaluation to your attention is it not possible that a good many
importations may slip through ?

Mr. LAMB. It is possible, but with us a staple article, as distin-
guished from a novelty, the examiner will detect that by making a
comparison with.similar importations of other importe-s.

Senator S.iooT. As to the staple article, it will not be hard to find
out the American valuation?

Mr. LASMB. I do not think so.
Senator SMOOT. But as to novelties, I understand you to say it is

easier for the undervaluations to come in?
Mr. LAMB. Yes; because with a novelty it is sometimes difficult to

find similar importations by other importers, so that you can not
always check them up by competitors' invoices.

Senator SMOOT. So that where there is no comparable article in
the foreign market, you would have greater difficulties in preventing
fraud than you would under the American valuation?

Mr. LAMB. Absolutely. Another point is the much greater ease
in securing evidence as to the market value under the American-
valuation plan as compared with our present system. Mr. Lockett,
whom I referred to before, stated that in all his practice he never
had any trouble in securing evidence as to foreign market value.
That is very true, because he is representing the importer, and the
imp rter can always secure any evidence that is necessary to prove
his side of the case. But when the Government agent gets on the
job he sees the other side of the picture.

I could give you some illustrations of that if you care to listen. I
was in Pireaus, the seaportof Athens--this is somewhat ancient his-
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tory-it was 1908, and it was very important for the case that I
ascertain the weights of the merchandise as found by the Greek
customhouse, the treek Government having charged an export duty
on its commodities and having weighed the merchandise prior to
exportation. TI'he consul general introduced me to a very reputable
citizen of Pirwus, who took me down and introduced me to the col-
lector of customs. They had a little talk before I was asked to state
my business, this merchant acting as interpreter. I told him I wanted
to see the customhouse books showing the weights during a certain
period. The collector was very willing, but he said the books were
out in the district being used. He kept me down there four or five
days going back day after day, and finally said the books had been
sent up to Athens, and it would not be possible for me to see them.
We got the information in another way.

Later on we indicted this same "reputable citizen of Pirpeus" for
frauds in the importation of olive oil, and he came over here and
became a Government witness, admitted everything against two
conspirators in this country, who were convicted. At that time I
asked him if he had not put something over on me at the time he
brought me to this Greek collector. He said, "Sure. I told him
what you wanted and not to show you the books. I was engaged in
this olive-oil fraud, and if I pulled anything down on the other fellows
they would turn around and expose me; so I had to stand with them."

Mr. Esterbrook, one of the Treasury agents, was one of the com-
mittee who went to St. Gallon in connection with the St. Gallen rate
on laces. He told me that he and the other members of his committee
were regarded as public enemies, and that even the children on the
streets hooted them, and they had great difficulty in getting the
information they wanted. '

I went to certain Italian banks in Naples and in Palermo on another
occasion with the American consul, but the banks flatly refused to
give any information about drafts in connection with the shipments
under investigation.

Mr. Davis was a member of the committee that went over to
Limoges in 1912 in connection with the the Limoges rate list. Mr.
Wakefield was the chairman of the committee. Their experience is
outlined in the report of that committee. It is a very illuminating
document on the question of securing information in a foreign
country. They were deceived over there. The manufacturers
refused to show books, or only showed such books as would help
their own case. Attempts were made to tamper with their mail, and
every obstacle was placed in their way.

Senator McLEAN. You are absolutely at their mercy
Mr. LAMB. So far as securing evidence is concerned, you are.
While I am on this Limoges case, there was a little incident hap-

pened that throws some light on the operation of the American-
valuation plan. When the report of the Limoges commission of 1012
was adopted as to valuation, the importers here made great objec-
tion to it, and a second commission was appointed, consisting of
Mr. Higgins, who was the appraiser at the port of New York,-Mr.
Grant, who was deputy collector of the entry division, and another
gentleman, whose name I do not recall, and these importers were
requested to come down and present grievances. Well, they did,
anid finally Mr. Higgins said, 'Well, gentlemen, bring your books
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down here and let us examine them, and then we will see just how
much grievance you have." Not a book was shown, and the oppo-
sition subsided right there.

The Limoges case was what we call a "closed market," that is, all
the china manufacturers in Limoges ware practically declined to sell
to any American firms in Limoges.

Senator MCLEAN. You sent over a commission?
Mr. LAMB. Yes, sir; the Treasury Department sent over a com-

mission. There has been trouble about Limoges china values since
1890, and probably before that, but since 1890 it has been acute.
In 1908 a commission was sent there, and they arrived at an agree-
ment with the manufacturers in Limoges by which a valuation for
Limoges china was arrived at. A certain instrument called the "rate
list" was drawn up embodying the agreement. It was discovered
later that that rate list was practically a fraud on the American
Government, and it was abrogated. Then a second commission
was sent over, and that is the Wakefield Commission, of which I
spoke a short time ago.

Practically all these manufacturers had an agent in the United
States. They would soil to him and only to him. You could go over
there and* they would allow you to make a selection of what china
you wanted from their samples, but it did not do you a bit of good;
so far as any advantage in purchasing was concerned you might just
as well have gone to the agent on Barclay Street or Warren Street
in New York City and have made your selection there, because they
would ship the goods you ordered over to him, he would make the
entry in the customhouse in his own name, and then he would turn
those goods over to you at an immensely increased valuation.

In the case of one firm in which I was.particularly interested, as I
had their importations under investigation, they used to bring in
merchandise, we will say, at 10 francs, and that is what they would
pay the duty on. An invoice, apparently made at Limoges, would
be sent to the purchaser in the United States, say,a firm in Chicago
Cleveland, or Detroit by the New York agent, but when it reached
the domestic purchaser the price was about 20 francs, and then those
20 francs w -6 reduced at the rate of 35 to 39 cents a franc, that pre-
sumably being the franc value plus the duty of 60 per cent and ship-
ping charges. That is a little bit complicated, but the idea was that
it cost them roughly, around 35 cents to bring in each franc's worth
of goods and pay the duty. But the joker was when they doubled
the rate here, they had not paid any duty at all on the amount by
which the purchaser's invoice exceeded the consular invoice, but the
customer was charged just the same. Most of the dealers I inter-
viewed had the impression that the invoice they received from the
New York agent was the foreign value on which duty was paid. In
many cases the profit, as shown by the sale to the American purchaser
compared with the invoice price on which duty was paid, exceeded
100 per cent. The duty, of course, was only collected on the invoice
value, and we found tat large sums were remitted every year to
the concerns in Limoges in addition to the sum wbich was stated on
the consular invoice as the actual selling price. In other words, the
profits were made over here and no duty was collected on those profits
as was contemplated by the law. That is, briefly, the issue in the
Limoges cases.
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Senator MCLEAN. There is a member of that commission-I have
forgotten his name-who submitted some extracts from the report,
and they are in the hearings.

Mr. LAMB. The attitude of the French Government was against
the commission's activities. The American Chamber of Commerce
in Paris adopted some resolutions disapproving the efforts of the
commission in attempting to ascertain market values.

Senator JoNy:s. Do you want to give us to understand that there
was some combination over there to lower those prices and create a
market over here for the goods?

Mr. LAMB. There is no question about it, Senator.
Senator JONES. Of course, you have been speaking of isolated

cases here.
Mr. LAMB. Yes, sir.
Senator JONES. You do not mean to infer that the general business

is involved in any such frauds as you have narrated?
Mr. LA.3In. Senator, I think t le great majority of our importers

are just as honest as any other class of men in ihe country. As a
matter of fact, we depend on tlhem as or witnesses to prove these
very undervaluation cases I am speaking about here, and they are in
many instances the people who bring us the original information
about the frauds and undervaluations.
Senator JONES. If we adopted the American-valuation plan, do

you hot believe that we will probably find some combinations in
this country who will put up the American valuation so as to prevent

the importation of competitive articles?
Mr. LAMB. I do not see how they can do it, Senator, because

competition is going on at the preent time.
Senator JoNE S. Have we not a great many commodities produced

in this country, by a comparatively fewpeople?
Mr. LAMB. 'Phat I could not say.
Senator MCLEAN. That would not affect the situation. It is the

foreign competition. It does not make any difference how many
men are making it here.

Senator JONE.. I think the Senator will understand the point to
be this, that if the American 'valuation is to be the basis of the appli-
cation of an ad valorem tax that the higher they put the valuation
in this country the higher the tax will be, and therefore that higher
tax will tend to prevent competition by the foreign article.

Mr. LAMB. Would not that come under the Sherman Act, Senator,
as an illegal combination to control prices?

Senator JONES. I know, and do we not have cases under the
Sherman Act?

Mr. LAMB. Yes- but the law is in effect to prevent such combina-
tions, and we couid invoke it, as in other cases-
Senator JONES (interposing). Have we not a law to prevent under-

valuations on importations ? You narrated a number of cases where
the people violated the law. And have we not a law against murder
in this country, and yet murder is being committed?

Mr. LAMB. In the case of the foreign article it is not easy to secure
the evidence, whereas if it is here you have control of the evidence.

Senator MCCUMBER. Mr. Lamb, how would it be possible for the
Americans to make a combination to raise the amount of duty
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without raising their own products so much higher than the foreign
products, which would immediately allow a greater competition thanthey haveIMr. LAMB. It would not be possible, Senator, in my view.

Senator MCCUMBER. The oily way would be to have a 100 per
cent ad valorem duty. If it were anything less than that, of course,
if they raised it a dollar they would increase the difference between
the foreign article and make it easier for the foreigners to compete?

Mr. LAMB. There is one practice that we allow that will show you
how difficult it is to prevent undervaluation under our present sys-
tem: If the invoice value of an imported article is increased, the
importer can secure affidavits from the other side, in which the mer-
chant over there swears that he has sold this merchandise to such
and such persons at the invoice price, and they in turn furnish. an
affidavit that they bought it. Well, one of the most prominent
customs attorneys we have in New York City told me that he could
undertake to secure any kind of an affidavit at all; that all he has to
do is to draft the affidavit and send it over and it comes back exe-
cuted just as he drafted it.

Senator JONES. But the American importer hesitates to make a
false affidavit, does he not?

Mr. LAMB. Naturally; it involves the commission of a crime, and
he is amenable to our jurisdiction.

Senator Lt, FOLLE'FTE. You referred to this Limoges case as "closed
market." How many instances of closed markets have come under
your observation?

Mr. LAMB. The Nottingham lace case the Calcutta case, the St.
Gall lace cases, and Limoges are about all that I recall.

Senator IA FOLLErE. About four cases of closed markets?
Mr. LAMB. Yes, sir. The American valuation would prevent any

others from being formed, Senator.
One of the attorneys for the Alien Property Custodian told me that

when they took over some of the German chemical houses in the
United States they found that enormous sums of money had been re-
mitted to Germany out of the sales here, which seemed to indicate
that duties were not paid on the actual market value of the mer-
chandise. That gives another instance of a closed market-the
German exporters would ship to their own agents here at a low
value and they would sell for whatever price they could get.

Senator CALDER. Mr. Lamb, I was outside for a moment. Were
you asked how many cases are reported to your office each year for
undervaluation?

Mr. LAM.B. None were reported to the Attorney General, Senator;
but the customs used to keep a record of such cases. I do not
believe that record is being kept now. Mr. Davis could answer
that accurately.

Senator CALDER. I was just wondering if there were a great many
instances.

Mr. LAMB. That I could not say, Senator. I know that Mr. Loeb,
when he was collector of the port of New York, kept such a record,
and the last time I saw it it amounted to $4,000,000 or $5,000,000,
something like that, but that amount included the American sugar-
refining frauds settlement.
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Under the American-valuation plan, merchandise would divide
itself into practically two major classes-those having comparable
American articles and those which have no comparable American
articles. As to the first class, of course the plan would be to secure
the American selling price for comparable articles,' and that would be
the basis of valuation for the imported article. In the second class,
where there is no comparable article, the plan would be to assess duty
on the American selling price of the foreign article.

There is a third class; that is where merchandise comes in here for
further manufacture, and which is not sold of itself. Such importa-
tions apparently present a difficulty, but I think that could be met
by building up an American selling price in the same way as we
now build up a foreign market value under section L.

In the present tariff, under section L, we have a method of ascer-
taining and assessing duty on the American market valuo, if an
article is not sold freely on the other side or if it is sold only for
exportation to the United States; the law provides that the Ameri-
can selling price shall be taken, and from that the duty deducted, also
certain other expenses. If the goods are consigned goods, a commisf
sion of 6 per cent is deducted; if they are purchased goods, a profit o-
8 per cent and an overhead of 8 per cent is deducted, and then the
duty.is assessed on the valuation so ascertained. It seems to me that
by reversing that process you could build up an American valuation
of articles which have no comparable American article and which are
not sold of themselves in the American market, and I think those
would include practically everything coming into the country, as near
as I can see.

Senator S.OOT. That would take in the great bulk of staples and
the other novelties not manufactured here?

Mr. LAMB. Yes, sir. I have spoken to a number of importers
about this, and they do not seem to mind the possible increase of
duty so much as the uncertainty. They say that is what bothers
them. They would not know at what price to sell their merchandise.
It was suggested that that could be obviated by having some board
or the Secretary of the Treasury or somebody designated by the
President make an investigation and proclaim market values for a
definite period; that at least would do away with theuncertainty.

There was some mention made as to the cost of installing the
American-valuation plan. I believe that if the plan were installed
the increase in the amount of duties collected by cutting off under-
valuation would far more than pay for the cost, even at the peak of
the cost, which would be at its initiation. I think once it is estab-
lished the cost of maintaining it would certainly decrease. Itseems to
me, Senator, that if we had no tariff law at the present time, and Con-
gress in passing one was considering whether to adopt American
valuation or foreign valuation as the basis for the collection of dues,
there would be no question at all about deciding to adopt the Ameri-
can valuation; and after it had been in effect as long as the present
plan has been and somebody would come along and suggest the present
plan of securing the value of merchandise in foreign markets, 1 think
it would be claimed they were insane, and that it would take an army.
of men to gather the necessary information.

As to the litigation that was said to arise in connection with this,
there is no doubt there will be considerable litigation, but we have
that after every tariff. Protests have run for one year up to 120,000
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prOtests. Of course, there was a special question involved there.
In other years it ran 60,000, 40,000, and 50,000-last year it dropped
down to about 4,000; reappraisement cases run from 4,000 to 6,000 a
year. The customs courts and the boards of general appraisers are
in the best possible condition to handle litigation, because by reason
of the war limiting importations and the length of time this present
tariff has been in operation practically all the points involved have
been litigated.

There would have to be an increase in the force of the Customs
Division of the Attorney General's office, but that would not amount
to much comparatively. The entire cost of maintaining that division,
taking in all the cases throughout the United States, and including
the traveling expenses of the attorneys was loss than $65,000 last
year.

Senator S30ooT. If the committee should decide to adopt the
American valuation, the Treasury Department could immediately
detail men there for the purpose of collecting at once the American
valuation on nearly all of the staple articles and could do it within
a reasonable time, could they not?

Mr. LAMB. I am not qualified to speak on that, Senator, but Mr.
Davis, whom I consider one of the best posted men in the service
on that question, said if you would give him 25 men for three months
he could gather it.

Senator S.OOT. If you would give him 50 good men, then, he
could do it in that time and a great deal less?

Mr. LAMB. I should imagine that the -easiest way to secure that
information would be to have the American manufacturers associa-
tions furnish it-practically every line of trade is organized and
every manufacturer belongs to an association. They have costs and
selling prices down to the smallest things they sell. I should imagine
if they are really interested in the American valuation plan they
would cooperate and give all those prices so that you would have an
immense mass of prices practically handed over to you.

Senator JONEs. Are they not interested in making their price as
high as possible I

Mr. IAMB. I think they would be, Senator, but I think that could
be checked.

Senator SMiooT. They are not interested in that any more than the
foreigner is working to make the cost just as low as he possibly can do.

Senator CALDER. The information the American manufacturer
gives to you is accurate, is it not ?

Mr. LAMB. Under the present system, Senator, we have no neces-
sity for appealing to them. The witnesses we call on are importers
of similar merchandise, who tell us what they paid for the merchan-
dise during the period involved in the case under appraisement, and
we never have occasion to go to an American manufacturer to find
out prices. His testimony would not be relevant.

Senator CALDER. It would simply mean accepting the informa-
tion from the American manufacturer instead of the foreigner?

Mr. LAMB. You mean if the nbw plan were adopted I
Senator CALDER. Yes.
Mr. IAMB. Then, of course, we could go right to him and get it.
Senator SMOOT. And we could get it under sworn statements?
Mr. LAMB. Absolutely.
Senator CALDER. It ought to be under a sworn statement.
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Mr. LAMB. The Board of General Appraisers has all the power of
the circuit court of the United States to compel attendance of wit-
nesses, the production of books and papers, etc., and, of course, they
are all sworn where they give any testimony.

Senator CALDER. You would require them in filing a statement to
do it under oath ?

Mr. LAMB. I think that would be a necessary precaution.
Senator CALDER. The importer would be required to state what he

believed the American valuation was, would he not I
Mr. LAMB. To my mind that would be very easily arranged by

having him state oii his invoice what his American selling price is.
Senator SMOOT. He would know what he was going to self it for and-

you could make him swear to it ?
Mr. LAMB. Yes, sir. So if you could not find any comparable

American article you could assess the value on the duty as shown by
the importer's sworn statement.

I want to say this for our examiners in the customs service at
New York City. I have been brought into contact with all of them
since I have been in the service, and I have never found a more hard
working nor a more conscientious body of Government employees.
They really do their best to keep right on their toes in regard to
foreign valuation. Of course, in the last analysis they have to rely
on statements made to them by importers and people in the same
line of business.

They do the best they can under the system, but one criticism is
that it breaks down where fraudulent undervaluation is involved.
Where a merchant is bringing in his invoices with correct foreign
market valuations it does not make any odds whether you have an
examiner or not except for classification purposes.

Senator JONEs. Do you think those examiners who are Democrats
are interested in getting as low a duty on the imported commodities
as they can and are influenced by that fact?

Mr. LAMB. Senator, I am not a Democrat, but I think that is, to
be very frank, sheer nonsense. I do not think a man up there cares
two straws what the views of the administration is; I think he carries
out his duties just as the law requires.

Senator JoNEs. I am of the same opinion, but it has been intimated
otherwise, and I thought I would like to get an expression from you.

Mr. LA3B. I have had them under close observation since I have
been there. We have to examine them before trial to see what their
testimony will be, and I have never yet seen a case which indicated
there was such a situation.

Senator CALDER. The examiners in the service at New York are
men of both parties?

Mr. LAMB. As far as I know; yes.
Senator CALDER. And there is no difference in the way they do their

work?
Mr. LAMB. You might be interested in knowing how the average

examiner is appointed: For instance, most of the men who are ex-
aminers entered the service as clerks, as the result of a civil-service
examination. As a rule they are assigned to an examiner to write
out his report and do the clerical work in connection with his examina-
tion. They acquire a certain knowledge of the business by reason of
their daily work, and as soon as there is an examination for the position
of examiner these men go in and take the examination. They are far
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more familiar with the merchandise than anybody who is not really
in the importing business, and you can not get a man in the business
to come into the Government service at the salariespaid. The result
is that practically all these positions are filled'by the men who have
come into the service as clerks and worked their way up.

I think it is extremely remote that they are actuated or motivated
political purposes in making their examnnations.

Senator SMooT. Do you think a clerk who believed in free trade
would not unconsciously value those goods just as low as possible.I

Mr. LAMB. I do not think so, Senator. In the first place, I think
it would be detected before very long.

Senator SmooT. I do not mean to say that he would do so willfully,but it seems to me that unconsciously his train , his very belief,
would lead him, if he erred at all, to, do so on the side of putting goods
just as low as possible.

Mr. LAMB. The trouble is he would be apt to be removed later,
because if he passes the goods at less than the market value a com-

etitor is apt to come in at any time and want to know how that is
one; then there is an investigation.
Senator SMOOT. He is not removed always?
Mr. LAMB. I think where any gross negligence or anything of that

sort occurs-
Senator SMOOT (interposing). It would be gross negligence. He

might err I or 2 or 3 per cent, and 3 per cent amounts to a great deal
in a year's business.

Mi. LAMB. You see Senator, he cn not reduce the entered value;
he can not go lower than that invoice or entered value; the law pro-
vides for that. The only thing he can do is to pass it as entered
or increase.it. If he knows that it should be increased and does not
increase it, that immediately becomes fraudulent.

Senator SMOOT. But, unconsciously, he would likely say, "That is
enough for that fellow to pay."

Senator MoLEAN. You are speaking of examiners?
Mr. LAMB. Yes, sir.
Senator MoLEAN. When the appraiser comes along he can accept

the invoice value, and that ends it.
Mr. LAMB. The appraisers have all been political appointments,

not the examiners.
Senator SMOOT. That is what I have been speaking of, and that is

what I characterized.
Mr. LAMB. The examiner is the man who examines merchandise

and compares it with the invoice, and he is the man who has expert
knowledge as to the values. He passes on it and forwards his finding
as a matter of routine to the assistant appraiser, and he passes on the
examination. Zt is very, very rarely that the assistant appraiser will
change or correct the return of an examiner in any way..

Senator SMOOT. Then there is no need of him and you better get rid
of him.
STATEMENT OF CHARLES D. LAWRENCE UNITED STATES SPECIAL

ATTORNEY, DIVISION OF CUSTOMS, DPAItTMENT OF JUSTICE.

Mr. LAWRENoE. My name is Charles D. Lawrence; United States
special attorney, Division of Customs, Department of Justice, 641
Washington Street, New York City.

Senator SmooT. If you will kindly proceed, Mr. Lawrence, to in.
form the committee as to what your experience has been in relation
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to the undervaluation, and also what your ideas are as to the advisa-blity of adopting the American-valuation plan of procedure.
X LAwREmC. Mr. Chairman and members of the committee,

first I might say that I have been in the Division of Customs of the
Department of Justice since its creation in 1910. Prior to that time
the work of our office was conducted as a branch of the Treasury
Department. In that department I was associated some six years
and was adopted by the Customs Division of the Department of
Justice at the time of its organization.

In presenting my personal views on this subject, I shall briefly
sttte what I conceive to be some of the fundamental advantages of
the American-valuation system over the one which is now in opera-
tion.

Parenthetically, I may say that the first thought which comes to
my mind is that in reading the bill now before you one's attention is
at once arrested by the statement that it is a bill, or, rather an act,
to produce revenue, to regulate commerce with foreign countries, to
encourage the industries of the United States, and for other pur osea.

With that as the declared policy of the Congress, naturally the
first question to arise is what means are the most efficient, expedient,
and feasible for accomplishing its purpose. You have before you
two proposed plans for valuation for dutiable purposes, foreign vaus-
tion and American valuation. With the first you are intimately
acquainted because of the fact that it has been in operation for many
years, and you are now to determine whether, in view of all the cir-
cumstances and conditions which are disturbing the trade and com-
merce of the world, that method is still ap adequate and satisfactory
one.

When you have determined the system of valuation or method of
valuation, which I deem to be the basic consideration, the matter of
rate fixing then becomes one largely of detail. The inherent weak-
nesses and difficulties arising out of the adndnistration of the foreign-
valuation system have been pictured to you and the question is
whether that system is still adequate, and the American-valuation
plan has been proposed as possessing greater merit and superior
advantages. The objections to it seem to be, as I view it, largely
the outgrowth of speculation and fear, a natural hysteria that always
accompanies any new legislation of any importance.

I think, however, that analysis of the proposed American-valu-
ation plan will demonstrate its superiority as a measure to obtain
the proper valuations for duty purposes.

One of the most prominent factors disturbing international trade
to-day seems to be the fluctuation in foreign exchange. Mr. Chair-
man Page, of the United States Tariff Commission, testifying before
this committee on the 25th day of July, said that the great argument
in its favor-referring to the American-valuation system-
is found in the fact that foreign exchanges are very variable as between this country and
other countries, and they fluctuate with great violence; the exchange between Eng-
land and America is one thing, the exchange between America and Germany is another
thing. The same article coming to this country from England, therefore, would pay
on a foreign value a much higher duty than the same article if it came to this country
from Germany.

And, further, Chairman Page said:
That is the great argume nt in favor of American valuation-that is, that it will

remedy to some extent, at tiny rate, this difficulty in foreign exchanges.
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An argument which appeals to me as of commanding importance
is that an impartial administration of a tariff law which affects all
countries exporting to the United States goods of a similar nature
produced at varying costs requires that the basis for duty shall be
the value atwhich such goods are sold in the usual wholesale quantities
in a country common to them all, in this case the United States.

Bearing m mind, if you please, the legislative intent of this act to
provide revenue and to encourage the industries of the United States
why should you not in addition to fixing your rates in the United
States fix the dutiable value in the United States upon the basis of
prices prevailing in the United States? Instead of seeking out the
markets of the world, of which there are scores, in order to find
values, as we are doing to-day, why would it not be a much simpler
more efficient, scientific and accurate method to find the value of all
imported commodities where such values may be found at first hand,
ana if the information or the evidence can not be obtained by volun-
tary contribution its production can be secured by judicial process,
as those in possession of it are amenable to our laws?

Under the system in vogue to-day, however, we are compelled to
scour the four corners of the globe--if a globe may be said to have
corners-for evidence of values, and if our foreign friends decline to
give us the information we need, we have no recourse.

My colleaguMe, Mr. Lamb, has explained to you the difficulties
which result from the fact that foreigners at times will refuse to
disclose information. It might be suggested that we could compel
the production of evidence by laying, in effect, an embargo if they
declined to give the information. But that would result, 1 fear, m
irritation and diplomatic embarrassments which I think ought to
be avoided if possible.

So that the matter of securing evidence from abroad does not appeal
to me as a satisfactory one. As a matter of fact, we are frequently
confronted with a difficulty, after we secure evidence through the
medium of our special agents, in that the evidence fails of its purpose
because the courts will decline to receive it on the ground that it is
hearsay; the one who procures it is not before the court for cross-
examination. But it is obvious, of course, to you gentlemen how
much better and with what greater assurance we can proceed to
procure evidence from men who are subject to our compulsory
processes.

There are other advantages which I might enumerate, namely, that
the American-valuation plan would increase the revenue in certain
cases in that, whereas the cost of similar products might be subject
to considerable variation they would always be valued alike for
duty purposes. It would in effect be placing merchandise upon a
specific-duty basis.

Senator JoNEs. Well, do you mean by that statement that this
basis would not be changed from day to day and from week to week
so as to comply with the terms of the law as it is written, that the
American valuation as of a certain date shall be the basis?

Mr. LAwFN.z; Precisely. The price prevailing in this country
would be the basis for appraising merchandise on the day of shipment.

Senator JoNEs. That would vary from day to day, would it not,
and from week to week?

Mr. IAWRENCE. It might.
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Senator JONES. Do you not think it wouldI
Mr. LAWRENCE. Not necessarily.
Senator JoNEgs. Does it not do so now? Are not those prices

varyingfrom day to day now?
Mr. LAWRENCE. I would not say they were varying from day to

day; I will say they are subject to variation from day to day.
Senator JONES. Do you know anything about prices in this country ?
Mr. LAWRENCE. I do not believe I do Senator.
Senator JONEs. From your remarks, i agree with you.
Mr. LAwRENcE. Prices are varying everywhere, I suppose, but not

necessarily from day to day. I say they are subject to variation.
Senator McLZAN. Suppose they vary from day to day--what then?
Mr. LAWRENmCE. Then the dutiable value would vary accordingly.
Senator McLEAN. Of course.
Senator SMooT. Sometimes it varies in a foreign countryI
Mr. LAWRENCE. Certainly.
Senator McLEAN. It seems to me that is fair.
Mr. LAWRENCE. I was about to say it would give us increased

protection in that opportunities for evasion would be greatly reduced,
and it would discourage, if not entirely eliminate, fraudulent under-
valuation. Furthermore, it would have a tendency to break up
efforts of foreign trade combinations and afford us better protection
against low-cost nations.

I have no doubt that litigation would be temporarily stimulated,
but I think that would be true under any ta -iff act that you might
enact. I can not conceive of any law being enacted-and I mean
no criticism of your legislative acumen and sagacity when I say
this-that would be so nearly perfect that astute counsel would not
find some points of attack, because they are always ready to seize
upon and challenge the construction placed upon the law by those
having to do with its administration.

One more point and I am through. You might thjnk at first
blush, after listening to the discussions which have taken place here,
that the question of American valuation is something entirely new.
But, in a limited sense, it is not new. Omitting, if you please, any
consideration of American valuation in the formative days of our
Government and coming down to a less remote period, you will find
that in the Dingley Act of 1897 it was made lawfulu" for appraising
officers to "ta into consideration" American wholesae selling
prices. In the Payne-Aldrich bill of 1909 that rule was extended
and made an alternative method of finding value. Of course, I do
not mean to say to you that it was the same system that we are advo-
cating to-day, but the system of American valuation, in its modified
form, was before us and was used as a method of figuring back to the
foreign value.

Now, if I remember correctly, when that measure was before Con-
gress in 1909 it was bitterly assailed by the importing fraternity as a
very obnoxious law and it was heralded by the press as one of the
greatest tariff jokers ever perpetrated, and by other opprobrious
terms;yet we find it in the Underwood bill of 1913, and it was re-
enacted into law without protest. So that with these limitations the
system of American valuation has been under consideration and in
use, to some degree at least, for 24 years.
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I do not mean to assert that this system would be entirely free
from imperfections, but all things considered weighing its advantagesagainst its disadvantages and measuring it by the foreg-valuation
system, I have no doubt that it will prove an expedient and workable
process of valuation, and if adopted' I have every confidence in the
ability, intelligence, and wisdom of Congress to compose rules of
action which will be appropriate to its efficient and successful opera.
tion.

Senator McLEAN'. One of the principal objections by importers is
that they will not know what their cost price is going to be three
months ahead of time. What have you to say about that?

Mr. LAWRENCE. Senator McLean, it seems to me that a business
man would not place orders for merchandise very far ahead without
some approximate knowledge of what it would be worth in this
market when the goods arrive. It seems to me it is his business to
know and to find out before he places his orders.

Senator McLEAN. After the thing had been running a little while,
would it not be inevitable that the prices would become fixed in
this country?

Mr. LAWRENCE. I think so.
Senator MCLEAN. Don't you suppose there would be difficulty in

knowing what the rate was going to be? It certainly could be ascer-
tained as accurately as it is now with regard to foreign value.

Mir. L&wRENCE. I think so, Senator McIean.
Senator McLEAN. Well, I want your opinion on that, because that

is one of the objections raised by the importers.
Mr. IAWRENCE. That is my opinion Senator.
Senator CALDER. That is true of stabile articles, but how about the

novelties? The buyers go to Europe in the spring or the winter to
buy for the later season. They look around and see what thins are
good for the market and then they purchase. These goods are
usually manufactured from samples and they make deliveries six
months afterwards. Is it not going to be difficult for the foreign
buyer to have any knowledge of what the market price will be?

Mr. LAWRENCE. I think there will be uncertainties and inequalities
in this law just as there have been in other laws, but my point is
that the advantages of this proposed method of valuation will out-
weigh its.disadvantages, considered not only by itself but measured
by the foreign-valuation system.

Senator SMOO'T. There is another thing, Senator McrLean. When
a purchaser goes to Europe to buy goods he sees samples that are
offered him there. He asses judgment on them as to whether those
goods can be sold in this country in competition with other goods
made in this country. If his ju dgment tells him that they can not
be, then he will not buy them. He will only buy them in case ho
feels that they can be sold in this country at a profit.

Senator JoNEs. The answer to that seems to be this. Every man
wants to know what he has to pay for merchandise and what its
cost is going to be. Under the present system ho can know absolutely
when he is buying.

Senator CALDER. I do not think he can, because the valuation of
the imports is based on the date the goods leave the other side. It
ma be six months afterwards.

Senator JONEs. He will know what the goods are going to cost
within a small margin, but under this system he can not know what
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the goods are going to cost him in the United States, and he might
be willing to take the risk, knowing what he has to put into his
investment, whereas he would not be willing to take the risk if he
did not know what the cost of the goods was going to be.

Senator SMooT. You do not mean to say that the goods will in-
crease in this market more than in a foreign market during the same
length of time?

Senator JoNEs. I do not know about that.
Senator SMooT. Well, that is the point.
Senator JoN~ss. But when he buys his goods he can know, within

reasonab16 limitations, the amount of tax that is to be put on under
the present system, but under this other system he can not possibly
know that.

Senator SmooT. He absolutely knows, because of the fact that he
knows what he purchases for and what he is going to sell for.

Senator JoN.s. There are two elements to coqsider-the element
of variation of values in the American market and the element of
variation of value in the foreign market.

Senator MoLEAN. And besides that there is also the element of
exchange. If it is a rising market, he may find himself in difficulties.

Senator JoNEs. Those he would have under either system.
Senator MCLEAN. Oh, no; not under the American valuation.
Senator SMOOT. Our exchange does not change. Our dollar is

worth 100 cents.
Senator MCLEAN. But if he has to pay for goods in francs now, or

six months from now, he has got to khow what they are going to
cost him.

Senator JoNEs. That will be the case either way.
Senator MCLEAN. But it would not affect the duty.
Senator JONES. Oh, no; that part will not.

SUPPLEMENTAL STATEMENT OF THOMAS '. DOHERTY REPRE-
SENTING THE NATIONAL CONOIL OF AMERICAN IMOR, TERS
AND TRADERS.

All through the somewhat voluminous arguments and statements of the various
interests who are urging the substitution of a scheme of domestic valuation of imports
in place of the present system there has been a preeistent and studied attempt to
induce Congress and the public generally to believe that this scheme Is put forward
only to meet an emergency due to the fluctuations in foreign exchange. The allega.
tion has also been made that the scheme is necessary to counteract attempts of importers
to undervalue their goods.

This is distinctly an attempt to mislead Congress and the people. This new valua-
tion scheme Is not an emergency measure devised in good faith to meet present day
contingencies. Its adoption by the House of Representatives in the pending bill
is the fruition of a long continued and pertinacious campaign. As long ago as 1908,
to the writer's knowledge, this scheme was proposed to the Ways and Mean committee
when it began toonsider the revison of the tariff in that year, and it was again pre-
sented to the Ways and Means Committee and to the Senate Finance Committee
during the revision of 1913, and it was urged upon the Tariff Commission in 1917.
At none of those times was there any depreciation of foreign currency and at none of
those times was there any real foundation for the allegations of undervaluation. This
American valuation scheme is not at all the result of an attempt to meet exchange
conditions, and it is not too much to suggest that its presence ii the bill as it passed
the House is due rather to the persistent propaganda In its favor than to fluctuationsin exchange.It would seem that under the circumstances the proponents of this legislation would

have evolved a plan of valuation which would be practical and practicable and
would meet the well-known conditions of business. Ithas already been fully demon.
strated that the plan as it appears in section 402 of H. R. 7456 is neither practical nor
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practicable, and it fails wholly to provide for the transactions of international com-

merce. It is not necessary again to advert to the ambiguous and varied meanings of
the terms it uses. Dr. Thomas Walker Page, president of the Tariff Commisslon,
said frankly in his statement before the Finance Committee on July 25, 1921, that
his perusal of the pending bill did not enable him to say how the appraisers are
going to ascertain the American value. It is significant that no one who has yet
appeared before the committee has been able to indicate a practicable plan for so
doing. And this extreme uncertainty as to how this plan will work is Its outstandip

rice. Dr. Page said further in his statement to the committee: "The importer will
be obliged to take his chance as to what American product the importer's goods will
be comparable with." And further: "Different appraisers might then choose differ.
ent commodities as comparable." Another objection to the lill as It stands Is that
it completely revolutionizes the whole system of appraising merchandise for duty
without even the groundwork of facts and figures which were always considered
necessary in normal times to guide Congress in revising the tariff law.

Proof of this is found in utterances of Members In booth Houses. Notable among
these is the following statement of Congressman Nicholas Longworth, member of the
Ways and Means Committee, in a signed article in the New York Times of April 10
1921, which was two months after the close of the heaings before that committee and
after he had had a chance to peruse and digest them fully. He aid:

"The situation which faces the Republican members of the Ways and Means Com
mittee to-day is infinitely complicated. In the first place, the times are entirely
abnormal. Costs of production, not only abroad but at home, are extremely high,
and in many casesim ' ble of accurate ascertainment, When producers themselves,
as is very fhquently the case, can not tell us what their competitors' costs are or even
their own i* is asking a good deal of us to prepare tariff schedules which shall be
scientifically accurate."

Again In the report of the hearing before the Finance Committee on July 25, 1921,
we find the following colloquy:

"Commisioner PAUx. Do you regard the information used by the Committee on
Ways and Mean as not being satisfactory for fixing rate?

"Senator McCuMBER. I have looked in vain so far to find a foundation on which
to work on the American valuation."

A careful comparison of the rates of d~tv as fixed in the now bill based upon the
value of the articles in domestic markets wfth the rates carried by the present law and
with those of the Payne-Aldrich Act of 1909 justifies the statement that this new
scheme has for its purpose the unwarrantable and inordinate raising of duties on
foreign imports without seeming to do so. This impression is confirmed by an exami-
nation of the extravagant statements made by various domestic manufacturers who
have appeared before the Finance Committee during the hearings on this subject.
The conclusion is unavoidable that the one desire of these manufacturers is to bring
back the conditions obtaining duing the war when they had no foreign competition
whatever and when they could ask any price they pleased for their products and sell
them on any terms they pleased. There is no dealer or merchant but what has a
vivid recollection of the "sellers' market" and what it meant to them.

The actual effects of the new duties in the way of establishing selling prices of com-
modities greatly higher than have been hitherto known consequent upon the relatively
enormous rise in the amount of duty imposed and to be collected, is shown by the
tabulated statement introduced at the hearing of Augus9t 2 1921, but printed in the
pamphlet containing the hearing of August 4, 1921.' The figures given in this state-
ment are mathematically correct and the selling price as there given has been tested
by comparison between the c. I. f. costs at the port before duties are paid with the
selling p rice at which the importer must sell after computing thereon the duties
im;ose by the Fordney bill.

There is other point of uncertainty in connection with this valuation measure
which has not been mccessfully met but on the contrary has been evaded. This
reference Is to the phrase in section 402 "in the principal market or markets of the
United States." There may be several or many prince al markets for different com-
modities in the United State, the value diffeing each market. This must be so
in view the great gerphical extent of the United States, and yet no way has
been pointed out how hi Md iculty is to be met. It is plain that there can not be
more than one market value. It is Intolerable that identical goods exported on the
same day but arriving at different ports in the United States shall be appraised at
different values and consequently pay different duties on entering the United States.
The United States Supreme Court In Psavant v. United States (169 U. S., 16) took
occasion to remark that the tariff act does not contemplate two prices or two market

I See pp. 291-299, this volume.
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values. As to this, a Quotation from an opinion rendered by Daniel Webster when
Secretary of State is directly pertinent anil is of singular interest at this time. For
the quotation we are indebtt-to a letter of Everett P. Wheeler, printed In the New
York Times of Augst 5, 1921:
Sn pport of Is opinion, the undersined uests, in the first place, the great,

it not the insurmountable, difficulties of etablIshg a home valuation at any port,
without running the risk of producing such diversity in the estimates of value, as
shall not only ead to great practical inconvenience, but Interfere, also, in effect
with the constitutional provisions, that duties and imposts shall be equal in all States.'"

May we also submit as a part of this memorandum the following editorial article
from the New York Evening Post of August 2, 1921:

"THE AMERICAN VALUATION PLAN.

"Expert study of the American valuation provision of the Fordney tariff bill more
than confirms the first doubts of its advisability. Those doubts centre around three
points: (1) The extremely high rates which would result in many came from
the American price instead of the foreign price as the basis of Walculation (2) thedifficulty of applying the scheme, (3) the consequent uncertainty as to what tie duties
actually a would be. Whie any one of these three objections is fatal, it is the
third objection which most troubles the Importer. The best tariff bill is bed if It
introduces any considerable amount of uncertainty Into business. Now, it would not
be easy to devise an arrangement which would create so much uncertainty s this
American valuation plan. Fifteen per cent on the American valuation of an article
may mean 30 percent or 60 per cent on the cost of the article abroad. The importer
has no way of knowing how much it will mean. The American valuation plan night
properly be described as a plan to make importing not a business, but a gamble.

"The worst objection to the plan, however, is its unworkability. It puts an impo_-
sible task upon the customs officials. What is the American valuation of an article?
Is it the price at which it sells in New York or Pittsburgh or 8an Diego? In praetie
the officials would be driven to that despair of the iinporter-an arbitrary figure.
Then would come appeals to the courts and the long procem of judicial adjustment.
The more the appraisers have looked into the applicability of the plan the more they
have felt like throwing up their hands. And they are not a set of pemons who are
unaccustomed to intricate problems. The best evidence of the soundness of their
feeling against the plan is the fact that the Senate Finance Committee in its harin
on the bill, was obviously impressed with the reasoning of an official of the New Yor
customhouse. Investigation since those hearings has only made the fundamental
defect of the plan clearer. It should be stricken from the bill."

In conclusion we beg to point out the utter fallacy of the statement so frequently
made by the backers of this scheme that it will cure the difficulties agribed by them
to the depreciation of foreign currencies, and that it will likewise remedy the ine-
quality that now exists at the port of entry between goods from low-cost countries and
gods from high-cost countries.

The first of these propositions is based on the grotesque idea that merchandise from
foreign countries whose currencies are seriously 4epreciated is coming to this country.
and is being appraised and passed by our appraisers at the same number of 'wilts of
the depreciated currency as the goods were formerly invoiced at when saide urruncy
was of full value. The action of these people in repeating this statement after its
error has been repeatedly and conclusively demonstrated before this committee fairly
Indicates that the truth has no appeal for them. For the fts in connection with this
question the reader is referred to the hearing of April 22, 1921, before the Senate
Finance Committee, when it was considering the so-called emergency tariff bill.

In respect to the second proposition, namely, that by appng goods upon the
basis of their selling price in this country the disadvantage which a high-cost country
suffers now as compared with a low.cost country will be abolished, it is sufficient to
say that putting an additional burden upon the koods from these respective countries
does not have the effect of equalizing the landed cost of such gods. There is no
question but that this bill as it stand heavily increases the Import duties and it is
not clear how putting an additional burden upon high-cost Cafiadian goods, for ex-
ample, and upon low-cost Japanese goods, for example, is any benefit to the Canadian
gods. All that this new sysem does is to insure they all pay the same amount of
duties, but it is plain that th6 same amount of duties added to the varying production
costs of different countries does not alter their relative position towaid one another.
Furthermore, it is very poor economy to put a heavy additional burden upon the
American consumer in the belief that some one. foreign country will be benefited at
the expense of another. No reasonable American importer or consumer objects to a
rate of duty that will insure proper protection for domestic manufacturers, but it is
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asking a little too much for them to submit to further exactions so as to protect one
foreign country a another.

Upon the whole cuewe r that in view of the fact that all market rices and
values arn in a state of flux, wch i necessarily temporary i character e present
is a wholly inopportune time to undertake a revision of the tariff, whi involves a
complete chw in the system of appraising merchandise; which will put the most
skillful and most experienced of our customs appraisers under the necesiat of learning
their business all over again, and which finally will render obsolete anduseless the
accumulated knowledge of values and rules of appriasement that have stood the test
for 100 years.

Importers do not object to any rates of duty that the wisdom of Congres may deem
it necessary to impose on foreign merchandise. All they ask Is that the duties be
imped in such a way that merchant. will know what tey are going t be. The bill
as submitted now makes it impossible for merchants to know what their foreign goods
will cost them landed and this uncertainty will prove fatal to business. It is not too
much to say that if the Senate should accept this Americs valuation provision as
it stands the business of importing in so far asit is affected by thsmeasure will come
to a complete standstill. This is not the time to inject additional confusion and uncer-
tainty into the business world. There is enough, and to spare, now.

LETTER OF THE CANADIAN COMMISIONEB OF CUSTOMS AND
EXCISE IN ANSWER TO STATEMENTS OF THOMAS Z. DOHERTY.'

Hon. B0128 PENRosu OTAWA, CANADA, Septm&r 10, 191.

Chairman Unit Wa Senate Committee on Finance, Washington, D. 0.
Dram Sm: My attention has been called to statements made by Mr. Thomas J.

Doherty, New York City, before your committee on August 2 last,' in which he makes
references quoted hereunder to an interview he had with me some time ago reecting
importations of goods into Canada by his principals, Messrs. George Boigfeldt a Co.

Mr. Doherty states that the recent amendment to the customs act respecting value
for duty of goods imported from countries where the currency is depreciated was
determined upon "against the advice of the minister of customs and the commissioner
of customs who warned him (the minister of finance) that the legislation was not
advisable, but that he chose to ignore their views, and the result is they are not getting
the goods they want." He fuither states that "Instead of getting a large revenue
from those goods they are getting none at all."

These statements are absolutely false and untrue, and were not made by the com-
missioner of customs to Mr. Doherty as stated.

I may add that the bill to amend the customs act in the particular referred to was
introduced in Parliament by the minister of customs and not by the minister of
finance, and that I, as commoner of customs, did not speak or write to any minister
or official of the Canadian Government concerning the matter.

I am making a statutory declaration as to the truth of the statements herein con.
gained, and would request that these documents be placed on the record of your com-

.mittee in rebuttal of the statements made by Thomas J. Doherty.
Yours, faithfully, R. R. FARROW,

Commisioner of Vstm and Ezi8e

COUNTY OF CARLETON, llncl

Province of Ontario:
I, Robinson Russell Farrow, of the city of Ottawa, in the county of Carleton in

the Province of Ontario, commissioner ol customs and excise, do solemnly declare
that the statements made by Thomas J. Doherty, as contained in the printed record
of the United States Senate Committee on Finance and referred to in my letter of
this date to the chairman of that committee, are absolutely false and untrue.

And I make this solemn declaration, conscientiously believing it to be true, and
knowing that it is of the same force and effect as if made under oath, and by virtue of
the Canada evidence act.

It. R. FARROW.

Declared before me at Ottawa in the county of Carlet~n, in the Province of Ontario,
this 10th day of September, A. K. 1921. CHAR. 0. BLAIR,

Anistant Comminsioner, Etc.

For further reference to this matter see statement of Thomas 1. Doherty In Appendix (last volume).
gow pp. 20-284.
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Wednesday, August 3, 1921.

UMTED STATES SENATg,
COMMITTEE ON FINANCE.

The committeemot, pursuant to adjournment, in room 312, Senate
Office Building, at 10.30 o'clock a. m., Hon. Boles Penrose presiding.

Present: Senators Penrose (chairman) McCumber, Smoot, La Fol-
lette, Curtis, McLean, Reed, Calder, Walsh, and Simmond.

The CiwiwA. The committee will come to order.
There are some Government experts who are to appear here at the

request of Senator Smoot on the question of valuation, but in order
to accommodate those gentlemen who are here, by consent of the
committee, to be heard to-day, the Government people will please
wait until a convenient opportunity presents itself later to-day or
to-morrow. The committee will now proceed to hear those who
desire to make statements on the various phases of the dye question.Senator SMooT. Judging from the long list of names here, it is
evident that it will take two or three days to hear every one of these
witnesses. Therefore, would it not be the proper thing to let inter-
ested parties select one to speak for them I I suppose there will be
gentlemen here to speak against the embargo and some who will
speak for the embargo on dyestuffs. It seems to me that the com-
mittee can get more information and that it would be more easily
considered by every member of the committee, if the interested
parties would select one man and give him ample time to present his
case to the committee, rather than have all these gentlemen on this
long list to go over the same subject matter. I simply suggest that,
but I do think that it would be better for the parties interested as
well as for the committee.

The CuAmmAN. It would be infinitely better for all parties con-
cerned if such an arrangement could be made. Tle committee has
just had two days of hearings on the American valuation plan, and
it has heard gentlemen who have largely repeated what has been
said b. preceding witnesses, so that it becomes very tedious to the
committee. It ceases to be instructive and renders the whole discus-
sion a little ineffective.

Moreover, in this particular matter I desire to call the attention of
the committee to thWe fact that hearings were had before the Finance
Committee on the dyestuffs question on December 8, 9, 10, 11, 12
and 13, 1919 and on January 12, 1920, and those hearings are printed
for the use of the members of the Finance Committee. I have reason
to believe they have been carefully examined by every member of the
committee, and I know that some of the gentlemen Who want to be
heard to-day have already been heard fulJy and that their views are
in print in this very interesting pamphlet. They certainly do not
want to be heard again.
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Senator LA FoLL'rE. I want to hear them again.
The CuAimuN. You doI
Senator LA FoLLETE. For cross-examination.
The CHATR AN. I will call in any of those whom the Senator from

Wisconsin wishes to cross-oxamine. I assume he has read carefully
what they have said.

Senator LA FOLLETrE. No, I have not.
The CIKAUMAN. Then I will appoint Senator La Follette a sub-

committee of one to hear them.
Senator WATSON. The hearings of the Committee on Finance ran

for many days. I speak now of the subcommittee. I notice thatMr. Schoenick, Gen.Fries, Mr. Demming, Mr. Metz and Mr. McFar-
land appear on this long list, and I want to say that lbey have testified
before and were cross-examined.

Of course, it seems to me that unless there is some peculiar occasion
for it, their testimony has been largely taken, because they have
covered their entire case. It was then a new question and they
went into it very thoroughly, so that if they have nothing new now
to offer and no new light to throw on the matter I hardly feel that
it would be proper for us to sit here for days and listen to testimony
that has already been heard. It seems to me that it would be an
absolute waste of time.

The CHARMAN. This question of hearings must' be reduced to a
practical basis. If we are going to roam over the face of the earth
and hear one person after another, it is obvious, without argument,
that no legislation will ever be accomplished, and the very people
who are here to advocate the enactment of a measure are defeating
their own ends by their prolixity and their expansion of the very
topics that the committee is familar with.

Senator WALSH. Doesn't the present law expire on August 26?
The CHAIRMAN. It does.
Senator WALsH. Is it humanly possible to pass any legislation on

this subject between now and then?
The CHAIRMAN. It does not follow that the Congress is going to

continue the system.
Senator SMOoT. There will be an effort made to extend that time.
The CHAMMAN. That is on the assumption that the system is to

be continued in the permanent tariff bill.
Senator WAL.A But there will be an interim between August 26

and the passage of the law.
The CLAIRMAN. There may be generations of interim.
Senator WALSH. There will be at least that.
The CHAIMAN. Yes, and much longer if Congress fails to provide

for the embargo, so-called. But that is another question au7 hardly
relates to the permanent tariff legislation which we are now con-sidering.

Senator REED. Do I understand that the hearing to which you
refer-the printed hearing-was held on January 20, 1920?

The C iEiin. On January 12, 1920.
Senator REZD. The claim is made by practically everybody that

conditions have enormously changed since that time; that rates of
exchan have fluctuated; that tUL conditions of manufacture are
far different, etc. It seems to me that if we could hear these wit-
nesses and have them, so far as possible, confine themselves to the
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subject matter at hand, we might get along very well. I am per-
fectly frank to say that, so far as I have" Ieen able to go into the
question, there are some questions that I would like to ask of some
of the gentlemen who wish to appear here. I am inclined to feel
like Senator La Follette about that. i do not want to be penalized
by being appointed on a subcommittee, either.

Senator -WATsoN. That is an honor.
The CHAIRMAN. There is no disposition to curtail the statements

of these gentlemen, but certainly those who have filed these volu-
minous documents do not want to go over the matter again. They
my appear before the committee briefly.

ma add that we have here the hearings before the Ways and
Means Committee of the House.

Senator WATSON. In that connection, I am told that those who
favored the embargo in the past are favoring it now and that those
who were opposed still retain their same views so that even if they
were heard again their opinions would not be changed.

Senator REED. However, it might alter our views.
The CHArRMAN. I want to impress upon you the fact that there

are here two heavy volumes of testimony and that I doubt whether
two Members of Congress have read them.

Isn't it possible to act on the suggestion made by Senator Smoot
and Senator McCumber, that those interested in a provision for an
embargo should select two or three of their number ? Is there any
one here authorized to speak for the whole party ?

Mr. CHOATE. I do not think that is possiblQ. I can speak for the
jobbers and manufacturers. There is quite a considerable number
of persons represented here for whom I can speak. There are prob-
ably 35 or 40 representatives in the room now and I do not think that
they can be foreclosed.

Senator McCumBER. Can they select a man to represent them?
Mr. CHOATE. They undoubtedly can if they can get together, but

they do not know each other well enough to do that in such a short
time.

Senator SMOOT. They all want an embargo ?
Mr. HOATE. Yes; they all want an embargo.
The CHRMAN. You have been already heard, have you not?
Mr. CHOATE. Yes; and I shall not take much of the time of the

committee. There are some question to which I wish to address
myself briefly. I think that I shall not take more than 25 minutes
of your valuable time.

The IRMAN. Twenty-five minutes?
Mr. COOATE. Well, 20 minutes.
Senator WATSON. My knowledge of the situation leads me to be-

lieve that you, representing the embargo people, could tell the whole
story, and that a man like Mr. Metz cou[ tell the whole story for the
other side because you know it like you know the alphabet. I re-
miember that in previous hearings you and Mr. Metz, representing
the two sides, were the mainstays. You were on one side and Mr.
Metz was on the other. Of course, I have not the right to suggest
curtailment, but I imagine that if the gentlemen on the committee
were not satisfied with your testimony, they would call some one else.

The CHAIRMAN. The conditions existing to-day are not any more
serious than when the witnesses gave their previous testimony, are
theyI
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Mr. CHoATn. I think so; very much.
Senator SMOOT. I was reading your testimony last night. I do

not see how it is possible, because if the testimony given then is to be
believed it was your contention that if the law was not passed at
once you were going to the dogs in 30 days.

Mr. CHoATz. That is true, Senator. It is nearer the truth to-day,
because we are nearer that condition now than we were at that time.

Senator WATsoN. I suggest that Mr. Choate proceed.
The CuAiumi&. I want to interject a remark at this point. You

want certain legislation passed, do you notI
Mr. COiOATZ. Yes' sir.
The CHmA MAN. Will it overpass if we consume time hearing mat-

ters that we are already familiar with, and have one attorney after
another come here to present views that are already in print? I
want to ask you to go on now, if you please, and state your views,
confinin yourself, if possible, to such views as have not been printed.

Mr. CHOATE. MayI make one suggestion I
The CHA z. Yes.
Mr. CHOATE. That sugestion is that Mr. Waters, of Philadelphia

who desires to be heard-wants to get back as soon as possible and
would like to take my place at this time. I would like to have him
do so, if he is in the room, and then I will come forward when you
get ready to hear from me.

The CHampAN. Very well.

STATEMENT OF DANIEL F. WATERS, DYER, GEBMANTOWN,
PHILADELPHIA, PA.

The CHAmuAN. Mr. Waters, please state your Nll name for the
record.

Mr. WAzRs. Daniel F. Waters.
The CuRmAN. And your occupation I
Mr. WATERS. Occupation, dyer; residence, Germantown, Phila-

delphia' dye works 63 Wister Street, Philadelphia.
The uw. Will you state, in your own way, your views on

the dye embargso-cal ed
Mr. WATrs. sr. Chairman and gentlemen of this committee, as

the chairman has just said, the dye question to-day is an old ques-
tion. One can hardly take up the question of dystuffs without
going back to the beginnig of-the introduction of the manufacture
of aniline colors in the United States, six years ago. I shall not
attempt to do that at this time nor to take up your very valuable
time. I shall merely confine myself to the progress that has been
made during that time.

Prior to the year 1914 we had no dye manufacturing plants in the
United States. When I say that we had no dye plants in the United
States, I mean that we had no complete plants to manufacture
aniline colors. We made a few of the commoner colors that were
used by assembling intermediates from the other side, which you
gentlemen are familiar with.

Since that time we have developed to the point where we are now,
I might say, practically independent of any nation so far as dyestuffs
are concerned. We have all the dyestuffs necessary for coloring of
most all textiles, all leather, all paper, all carpets, and all uphlol-
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stery; and, gentlemen, there is no color that I know of that we have
not in the United States.

Our colors to-day are 100 per cent good when compared with the
same colors previously imported from Germany. There have been
statements made, and no c€oubt you gentlemen have heard them and
are familiar with them, to the effect that dyestuffs made in the
United States, particularly black, selling at 90 cents per pound are
only 30 per cent in strength as compared-with the prewar dyes selling
at 30 cents. Gentlemen, I stand here to-day without fear of con-
tradiction to deny that statement. The blacks that we are getting
to-day in the United States are, in every respect, equal to colors that
we got prior to the war.

If the gentleman who made that statement is buying colors at
90 cents per pound and at one-third of the strength of the dyes he was
gettg b before the war, my suggestion to him would be to get s6me-
hody else to buy his goods, because he is being cheated.

We have a line of colors to-day that we are using in connection
with hosiery, knitted goods, bathing suits and sweaters that is 100
per cent in quality in every respect, as compared with those that we
got before the war. Here is a Fmne of American colors exposed under
the glass to the west sun during the whole month of July. If any
gentleman here can show me a line of dyestuffs that stands up better
than that, I would like for him to do it now. These [indicating] are
ordinary colors.

Here is a line of vat colors made in the United States, with the
exception of the three lower ones, which have been exposed to the
sun for three months. You can take those colors and you will find
that the three lower colors have not stood up as well as the others.
Those are vat colors.

Senator WATSON. Explain what you mean by vat colors.
Mr. WATERS. They say you can not make vat colors in the United

States.
Senator McCumBER. Were these made in the United States?
Mr. WATERS. Except the three last ones.
Senator MCCUMBER. Where were they made ?
Mr. WATERS. In Germany. These [indicating) were made in the

United States for worsted yarns. They are American colors suitable
for men's wear or for anything that you want to put them into.

Gentleman, that is the position that the dye industry is in in'the
United States to-day. Let us be fair; let us be fair with the American
people.

I do not blame Germany for wanting to get back this business.
It is a valuable business. Ishall take off my hat to them if they can
get it back, but for God's sake do not give it to them on a silver
platter; let them fight for it.

Senator WATSON. What per cent of dyes being used in the United
,States is made in the United States now ?

Mr. WATzEs. I should say 90 per cent.
Senator WATSON. What per cent can be made under proper pro-

tection I
Mr. WATERS. One hundred per cent.
Senator WATSON. What per cent that is not being made can be

made; that is to say, what is the nature of the colors or dyes?
Mr. WATERS. Vat colors only. Those have only a certain use in

the textile line.
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Let me tell you this: Prior to the war there was never a vat color
used in the Uiited States for anything unless it was an article about
which you did not care particularly and you had no reason to care
whether it was level or unlevel, such as a narrow striped shirt, for
instance. There was never a vat color for men's wear or ladies'
wear before the war. Now, to-day we are on their trail good and
hard.

You gentlemen no doubt remember the meeting before the Ways
and Means Committee when our friend Mr. Kitchin was chairman.
We said at that time that it would take 1.0 years to develop the dye
industry in the United States. We are making good on that state-
ment. To-day we have 90 per cent of the stuff mude in the United
States. We have spent about six years on this proposition; in
fact, it is nearly seven. I predict that if you will give us three years
of protection or a selected embargo; we vill be 100 per cent in the
next three years.

Senator SMooT. You did not ask for an embargo?
Mr. WATERS. We asked for protection of some kind. I do not

know whether it was an embargo or not. I am not up on that.
Senator SMooT. Mr. Kitchin and the Senate gave you exactly the

rate that you asked for.
Mr. WATERS. That may be. I am here to tell you the condition

of the dye industry at this time. I want to tell you what we can do
and what we ought to do. Lot us be fair to these men who have
spent their money. We have to-day invested in the United States
in the neighborhood of $300,000,000 and it seems to me if we do not
get a selective embargo, or something equally as good, this entire
business will be scrapped in the next five years because it is impossible
to compete. It can not be done. Those are the facts.

Senator SmUOT. You are a dyerI
Mr. WATERS. Yes, sir.
Senator SMoOT. That is, you dye goods for other concernsI You

do not manufacture the goodsI
Mr. WATERS. I do not manufacture the goods. I do not manu-

facture dyestuffs.
Senator SmwoT. Are you interested in any dye manufactoryI
Mr. WATERS. I haven't a dollar invested in any dying establish-

ment.
Senator SMooT. You are just interested in having them made in

the United States?
Mr. WATERS. Yes. I am very much interested in it. We have

gone through the war and we ave reached a point where people
will go into the business and in three years' time we won t care
whether the dyes are manufactured in Germany or in any other
country. We can then compete.

Senator REED. You mean without a tariff?
Mr. WATERS. I would say with a reasonable tariff, a tariff equal

to what you are giving to other people on textile goods, a tariff
such as there is on hosiery, men's wear, women's wear, and so on.
Then we will compete on the same basis.

Senator REED. I did not understand what your business is. Did
I understand you to say that you do not manufacture dyes?

Mr. WATERs. Yes.
Senator REED. Just what is it you are doing?
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Mr. WATERS. I color other people's goods for them.
Senator REED. You color other people's goods for them?
Mr. WATgRS. Yes, sir.
Senator REED. You have spoken of $300,000,000 having been in-

vested in the dye business in this country?
Mr. WATERS. Yes, sir.
Senator REED. Do you mean invested as primary capital?
Mr. WATERS. Yes, sir.
Senator REED. That is, they put that much in?
Mr. WATERS. Yes, sir.
Senator REED. Do you know what their profits have been?
.Mr. WATERS. No, sir.
Senator REED. What is the capital of your institution?
Mr. WATERS. My institution has a capital of $200,000.
Senator REED. You simply do the work of dyeing ?
Mr. WATERS. Yes sir.
Senator REED. What were your profits in the year 1920?
Mr. WATERS. 1920?
Senator REED. Yes; your earnings.
Mr. WATERS. I lost money.
Senator REED. What was it in 1919?
Air. WATERS. I made some money in 1919.
Senator REED. How much?
Mr. WATERS. About 15 per cent.
Senator REED. That covers everything?
Mr. WATERS. Yes, sir.
Senator REED. And how about 1918?
Mr. WATERS. In 1918 I did about the same.
Senator REED. That is to say, you made moneyI
Mr. WATERS. Yes, sir.
Senator REED. About 15 per cent?
Mr. WATERS. Yes, sir.
Senator REED. Did you declare that in dividends?
Mr. WATERS. I did not have any dividends to declare. I am the

only man interested in the business.
Senator RNED. You are running as an individual ?
Mr. WATERS. Yes, sir.
Senator REED. You take contracts with concerns to dye their

goods?
Mr. WATERS. Yes, sir.
Senator REED. So that you are not a typical example of the dye

industry, so far as manufacturing goes ?
Mr. WATERS. I am a consumer of dyestuffs.
Senator REED. How many people do you employ?
Mr. WATERS. About 100 when we were doing business; to-day,

about 35.
Senator REED. That is about what every other industry is doing

in the United States; that is to say, they have all been cut to about
that proportion.

Mr. WATERS. Yes, sir.
Senator REED. That is true under your embargo. You nod your

head. Do you mean to say yes?
Mr. WATERS. Yes; that is true in any condition.
Senator REED. That is not due to competition, because you have

an embargo, but it is due to general business depression?
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Mr. WATERS. Yes, sir.
Senator RED. That is all.
Senator MCLEAN. Is it not true that England and France, with

lower labor costs, have had to' put an embargo on German importa-
tions?

Mr. WATERS. Yes; they have a 10-years' embargo.
Senator McLEAN. Whatever may be the cause of the present de-

p session, unless you have additional protection against impending
German importations, you will be unable to continue business; is
that so?

Mr. WATERS. The present depression is not only in our line; it is
in every line. We have to-day sufficient dyestuffs in the country
to last us for a long time; in other words, it is a drug on the market-
the American dyes are. That is due to the stagnant condition of
the textile industry
Senator REED. ow much have they reduced the prices?
Mr. WATERS. They have reduced from the beginning, I should

say, 100 per cent.
Senator REED. What do you mean by "beginning"?
Mr. WATERS. 1914.
Senator REED. That was at the time when there were no dyes in

this country ?
Mr. WATERS. Yes.
Senator REED. What are the prices that are obtained by the

American manufacturer now as compared with the prices in normal
times before the European war I

Mr. WATERS. I should judge about 25 per cent higher. I think
the average price of to-day is about 05 cents per pound.

Senator REED. What was it before the war
Mr. WATERS. About 35 cents per pound.
Senator REED. Well, then, you mean to say, do you not, that it

is pretty nearly 100 per cent?
Mr. WATERS. Yes, sir; that is true.
Senator.SMooT. Most of the articles were over 100 per cent: I

moan those in general use. Take sulphur black, as an example.
Mr. WATERS. The increase in sulphur black was up as high as $1

from 20 cents.
Senator SMooT. In 1914 sulphur black could be bought in large

quantities at 20 cents.
Ar. WATERS. In 1913.
Senator SmooT. Well, 1913.
Mr. WATERS. Yes.
Senator SuooT. And they went up to $1?
Mr. WATERS. They went up to $1; yes, sir.
Senator RP.D. What I want to get at is this--
Mr. WATERS. May I answer the Senator's questionI
Senator REED. Yes.
Mr. WATERS.. That went up to $1, ut you must not lose sight of

the fact that that was not the American dye; that was German dye
still in the country before we started to manufacture; and they
boosted the price from 20 cents to $1.

Senator REED. Who did I
Mr. WATERS. The German importer.
Senator REED. Do you mean that the German importer was in this

country and that he boosted it, or do you mean that the German
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importer sold to an American and the American had it on hand and
he boosted it?

Mr. WATERS. The German manufacturers had it in the United
States in the custody of their own selling agents.

Senator REED. Who were they ?
Mr. WATERS. Well, I can name some of them. There was the

Badische Aniline Co., the Berlin Aniline Co., and the Farber-Fabriker
Co. Besides that there is another, but its name is so German that I
can not attempt to pronounce it.

Senator SMOOT. But they are manufacturers themselves. I want
to call attention to that, that they are not the agents, but are the
manufacturers themselves-the very ones he has mentioned.

Senator REED. And they had agents here before the Upited
States got into the war, did they?

Mr. WATERS. Yes.
Senator REED. And do you say that the German agents advanced

the prices as you have already indicated?
Mr. WATERS. Yes, sir.
Senator REED. They did?
Mr. WATERS. Yes, sir.
Senator SiMioNs. How did that property escape the Alien Property

Custodian?
Mr. WATERS. There was no such thing at that time.
Senator REED. Before we got into the war ourselves they started

to establish or enlarge the American dye business and they started to
market their goods ?

Mr. WATERS. Yes, sir.
Senator REED. On what level did they market their goods?
Mr. WATERS. To-day?
Senator REED. No, then.
Mr. WATERS. Ninety cents.
Senator REED. That is, they charged as much, practically, the

Germans?
Mr. WATERS. Ten cents less.
Senator REED. They followed the German lead?
Mr. WATERS. Then it came down, down, down.
Senator REED: What I want to get at is when it came down, down,

down.
Mr. WATERS. It came down to 20 cents to-day.
Senator REED. When did they make the reduction? Can you

give the latest prices? I do not want to take a great deal of time) on
this.

Mr. WATERS. I can not give you the exact date.
Senator REED. Let us take 1915. What did these dyes run then?
Mr. WATERS. In 19151 I do not think we were making them.
Senator REED. Well, take 1910.
Mr. WATERS. They were running about 90.
Senator REED. And 1917?
Mr. Waters. 1917, sixty.
Senator REED. 1918?
Mr. WATERS. Forty.
Senator REED. And 1919?
Mr. WATERS. 1919, thirty-five.
Senator REED. Would they average that?
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Mr. WATERS. I do not know whether they would. They sold at
that.

Senator REED. What were they in 1920?
Mr. WATERS. In 1920 they were down to 28 cents.
Senator REED. And now what is it?
Mr. WATERS. They are down to 18 or 20.
Senator REED. You can make it at 18?
Mr. WATERS. I do not know whether I can, but it is selling at that.
Senator SMOOT. Sulphur black is selling at 18 cents?
Mr. WATERS. Yes.
Senator REED. Of American manufacture?
Mr. WATERS. Yes; of American manufacture.
Senator REED. It cornpares with the prewar price ?
Mr. WATERS. About the same. One could buy at 14 prewar, but

I never paid 14; Iaid 10, which was the cheapest I ever bought at.
Senator REED. i. you had about 20 per cent tariff, for instance, you

could compete with the German dyes, if the Germans were selling
their dyes under the normal conditions which existed before the war?

Mr. WATERS. That is a question for the manufacturers to answer;
I can not answer that question.

Senator REED. If they are now within 4 cents, on the average, per
pound of the prices which were paid prior to the war, then it would
look as though we had almost gotten to a point where we could com-
pete with Germany, if GCirmany was in a normal prewar condition?

Mr. WATERS. Well, the price of black at 18 cents-
Senator REED (interposing), We are speaking now of the average.

I do not want to o into the details.
Mr. WATERS. The average is a long story, Senator.
Senator REED. But we have been dealing with it, and I want to

keep on the same basis. If it gets troublesome I do not want you
to take another basis, you know.

Mr. WATERS. I predict with the ordinary tariff of 20 per cent, as
you speak of, that Germany could afford to make us a price on
sulphur black.

Senator REED. I am not speaking of sulphur black; I am speaking
of averages. I am not saying that none of these tariffs shall be above
20 per cent. But we have been dealing with averages. If it is true
that on the average our dyes can now be sold, with high wages that
are now.being paid, within 4 cents a pound, on the average, of the
price charged by Germany prior to the war, then is it not true that
if Germany was back on the normal basis we would be in a position
to compete, if there was an average tariff of 20 per cent ?

Mr. WATERS. No.
Senator REBD. Why not I
Mr. WATERS. Why, because you are only taking one article; it is

not an average of 20 per cent--impossible.
Senator MCCUMBER. I think, Senator Reed, you misunderstood

the witness. I did not understand 20 cents was the average, but
merely on this one kind which was sulphur black?

Mr. WATERS. Yes.
Senator REED. The questions I asked him will unquestionably

show in the record that'I talked about averages. I have not talked
about one particular article.
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Mr. WATERs. If you did, Senator, I misunderstood you, because I
was speaking of one article, and that is the cheapest article selling
in the United States to-day; that is, one article.

Senator REED. If you were talking about one article, you did not
give us the light I wanted to get. Can you tell me what the average
price was for dyes before the European war broke out I

Mr. WATERS. The average price for dyes before the European war
broke out was about 50 cents, I would judge.

Senator REED. What is the average price of dyes to-day?
Mr. WATERS. The average price of dyes to-day, I would consider,

would be about $2.
Senator REED. So now, when we discover that we were pretty

nearly on the competitive basis, we suddenly find that it costs 300
per cent more to make goods here than in Germany.

Senator WATSON. I hardly think that.
Mr. WATERS. I do not hardly think that.
Senator REED. Prewar price.
Mr. WATERS. No; I do not think that is so at all.
Senator REED. Prewar price ?
Mr. NVATERS. No; I db not think that is so at all.
Senator REED. Do you say that the price of dyes, prewar, was

50 cents?
Mr. WATERS. I am not making that as a positive statement, I am

giving you that as my idea.
Senator REED. I understand you to say that the price of dyes

to-day is about $2.
Mr. WATERS. About $2.50.
Senator REED. All right. That makes it worse. Then we have

got an advance of 400 per cent. Are we ever going to be able to make
dyes in this country to compete with German dyes on a normal
basis I I am supposing that they get back to a normal condition.

Mr. WATERS. I would say, yes; by giving us another three years'
embargo, such as we have been working under since the war. We
have had an embargo due to the war; it is not a tariff. The tariff has
not helped us any. The war made it possible for us to get into the
dye business in the United States.

Senator REED. I understand that, but an embargo is a tariff simply
carried to a prohibitive point.

Mr. WATERS. But we have got to a point now Senator, where we
have produced every normal color in the United States. What we
want to-day is time to develop and get the yield and the quantity;
that is what we want.

Senator REED. I understand that. But let us stick to one thing,
if we possibly can, and not get into the side lines.

I am asking you now if at any time within a reasonable number of
years, in your opinion, we are going to be able to manufacture these
dyes in America and sell them inn competition with the German dyes,
apsuming that Germany reaches a normal condition as.to wages and
production I

Senator MCCUMBER. Without any protection, do you mean,
Senator?

Senator REED. Yes; without any protection.
Mr. WATERS. No, sir.

sm.m I P
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Senator REED. How much protection have you got to have run-
ning through the year?

Mr. WATERS. I do not know.
Senator REED. Can you tell approximately?
Mr. WATERS. I do not know.
Senator REEL. Could you tell what per cent?
Mr. WATERS. I can not answer.
Senator REED. IS it 2001
Mr. WATERS. I am not going to answer that question.
Senator REED. Would it be 3001
Mr. WATERS. I am not a dye manufacturer; you will have witnesses

here who can answer that.
Senator REED. I want to go back to the-question of prices, which

you say you were discuss'mg on the basis of one article.
I want to ask you on the basis of averages. The average price

before the war was 50 cents. Where did they go to about the time
we got into the war, or just before that?

fr. WATERS. I will give you an instance-
Senator REED (inter osing). Well, I want the average, do not

,give me instances. We are talking about the average.
Mr. WATERS. I will say 1,000 per cent, if you want the whole

thing.
Senator REED. A thousand per cent?
Mr. WATERS. Yes, a thousand per cent.
Senator REED. Did the American manufacturer charge that 1,000

per cent I
Mr. WATERS. No.
Senator REED. When he entered--
Mr. WATERS (interposing). No.
Senator REED. Wbat did he charge?
Mr. WATERS. He charged about 200 per cent more.
Senator REED. He charged about 200 per cent more than the

prewar rice I
Mr. WATERS. Yes.
Senator REED. Did he get along and make money at that?
Mr. WATERS. I could not answer the question.
Senator REED. We will sa3 ",,t is. 1917. What did he charge

in 19181
Mr. WATERS. In 19181 Well, some colors came down.
Senator REED. No, average.
Mr. WATERS. Well, I am not a dye manufacturer. You will have

witnesses here to tell you all that. If you want to tie me up on all
those thing-

Senator REED (interposing). I am not trying to tic you up. I
am trying to get a statement that will do me some good.

Mr. WATERS. I am not a dye manufacturer. If you want a con-
crete answer-

Senator REED. I do not want a concrete answer. I want an
answer to my question and I am dealing with the average.

Mr. WATERS. Then I am unable to answer your questions.
Senator REED. Then you do not know what the average was

before the war, you do not know what the average was during the
war, and you do not know what the average is to-day



Mr. WATERS. I told you the average. 'But I do not know the
profit. I told you the average-50 cents.

Senator REED. I did not ask you anything about profit.
Mr. WATERS. Please tell me, then, what did you askI
Senator REED. I asked you about prices.
Air. WATERS. I told that to you.
Senator REED. All right. Let me see if you can continue to tell me.
Air. WATERS. All right, go ahead.
Senator REED. They were 50 cents before the war?
Mr. WATERS. Yes, sir.
Senator REED. What did thoy become when they reached the

highest point before we entered the war, in cents or dollars?
Nfr. WATERS. Do you want the average price?
Senator REED. Average; yes.
Mr. WATERS. Well, I better give you about 800 per cent, taking

the average.
Senator REED. That would be $40 a pound?
Mr. WATERS. Yes.
Senator REED. You say these dyes sold at $40 a pound on theaverage?
Mr. WATERs. Yes, sir.
Senator REED. Did you say 400 or 4?
Mr. WATERS. I said $40, and I paid $80 for some.
Senator REED. When the Americans began to make them what

did they charge per pound?
Mr. WATERS. The Americans started to make first, sulphur

colors-
Senator REED (interposing). Oh, no. Do not let us get into

details. I am talking about averages.
Mr. WATERS. You won't let me tell you what the Americans did,

Senator.
Senator REED. No; because you want to get away from the

averages into details.
Mr. WATERS. Oh; no I do not. The Americans when they started

only made a few colors' and the Government took them all.
Senator REED. What did they get for them ?
Mr. WATERS. I do not know what they got for them, but I paid

about 80 cents a pound for them-sulphur colors.
Senator REED. -What are you paying now ?
Mr. WATERS. I am paying an average of about 50 for sulphur

colors.
Senator REED. Could you give me the average of dyes now for

1917, American manufactur?
Mr. WATERS. 1917?
Senator REED. Yes.
Mr. WATERS. No.
Senator REED. Could you do so for 1918?

-Mr. WATERS. No; I could not.
Senator REE. Could you give them for 1919?
Mr. WATERS. For 1919, about 100 per cent.
Senator REED. That would be a dollar?
Mr. WATERS. Yes.
Senator REED. What were they in 1920?
Mr. WATERS. I do not suppose it would run over 80 to 85 cents.
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Senator REED. And whit for 1921?
Mr. WATRS. About the same.
Senator REED. Eighty-five?
Mr. WATERS. Yes.
Senator SmooT. Mr. Witness, what is synthetic indigo selling for?
Mr. WATERS. Senator, I do not handle synthetic indigo.
Senator SMoOT. You use black dyes and the ordinary analine

dyes I
Mr. WATERS. Yes, sir. We do not use synthetic indigo and do

not handle that. We use all sulphur colors, acid colors, and direct
colors.
. Senator SoMOT. I will ask the question of somebody who knows.

You know they are exporting large quantities of it?
Mr. WATERS. I do not know' I am not in that line.
Senator MCCUMBER. You asked about averages. Possibly that is

an easy question to answer, but I anticipate that you might have a
certain line of dyes, probably not one-hdf of I per cent, that would
run up to $100 a pound. But the great bulk of them would not run
to $40, or $80, or even $1.

Mr. WATERS. Yes, sir.
Senator McCuMBER. So that it is rather difficult, is it not, to make

your average, unless you can get with it the quantity of each kind
that is used in the United States?

Mr. WATERS. The price of dyes had gone up so rapidly since the
war broke out-dyes that were in the custody of the United States of
German importation. We bought developed black before the war
at 30 cents a pound, and during the ivar we paid $12 for the same
stuff.

Senator WATSON. Before any was made in the United States?
Mr. WATERS. Yes sir-$12 for the same stuff that we paid 30

cents before. The American manufacturers did not do that-that
was owned and controlled by the German agents in the United States.
There-is no doubt about that.

Senator REED. You mean after we got into the war? You said
"after the war. "-

Mr. WATRs. After we got into the war.
Senator REED. If they were owned and controlled by the Germans,

where was it before our Government took them over ?
Mr. WATERS. Our Government took the dyes over ? They did not

'get a chance. They sold them before our Government got hold of
them.

Senator REED. The American dye purchasers then made that
money?

Mr. WATERS. No; their own representatives, their own agents.
Senator CALDER. Is it a fact that the prices of dyes became so

high that it was possible to bring them over in submarines?
Mr. WATERS. They say it was. I doubt whether there was very

much that came over in that way.
Senator REED. You know they only landed one submarine in this

country during the war.
Senator WATSON. Before the war you made no dyes in this coun-

try?
Mr. WATERS. Yes, sir.
Senator WATSON. Now, you make 90 per cent of all you need?
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Mr. WATERS. Yes.
Senator WATSON. All that was built up under'the embargo of the

war and then under the embargo of legislation I
Mr. WATERS. Yes, sir.
Senator WATSON. And you make them all now except a few of

the very highest-fancy colors-in the United States?Mr. WATERS. Yes, sir.
Senator WATSON. And this drop in prices has all appeared while the

embargowas on ?
Mr. WATERS. Yes, sir.
Senator WATSoN. And while the American market was under the

control of the American manufacturer?
Mr. WATERS. Yes, sir.
Senator WATSON. Made by the competition of the American' pro-

ducers in the American market ?
Mr. WATERS. Yes, sir.
Senator WATSON. And so your theory is that if you could have

ample protection of any kind whether an embargo or otherwise. that
in time you would build up this industry where it would be as nearly
sustaining as any other of the staple American industries?

Mr. WATERS. Yes, sr.
Senator MCmMBER. Can you give the committee any idea as to the

proportionate value between the amount of dye that is used in the
average kind of goods that you dye, and the selling price in wholesale
quantities in the same goods_ that is what percentage the dyeing of
the goods or the cost of the dye itself adds to the value of the goods,
not the work?

Mr. WATERs. Yes, sir. I will take, for instance a sulphur black
that is used principally in hosiery. Sulphur black to-day you can
buy for 20 cents a pound; you can figure this just as good as I can.

Senator MCuMBER. It might take me a little longer.
Mr. WATERS. And 20 cents a pound, at 10 pounds to a hundred

dozen of stockings, that is $2 to dye a hundred dozen stockings.
Assuming that the stocking are weighing. 16 ounces to the dozen
that is $2 to dye a hundred dozen of stockings on the actual cost of
dye that is in those goods.

I think, if I understand you correctly Senator, that only means
for the dyes that go in those goods; that does not mean for the labor ?

Senator MOCUM BER. No.
Mr. WATERS. It is just the dye.
Also I can take a serge blue piece of cloth-
Senator MOCUMBER (interposing). Then for $2 you say you dye a

hundred dozen; that is twelve hundred pairs that $2 worth of dyes
will color.

Mr. WATERS. About one-sixth of a cent to color a pair of etockings.
Senator McCuWBER. About one-sixth of I cent per pair?
Mr. WATERs. Yes; for dyestuffs only. For a suit of clothes such

as you have on, of navy blue, we can dye at the rate of 3 pounds to the
hundred-a hundred pounds of serge at 16 ounces to the yard we
can dye for $5.40.

Senator CALDER. To dye a hundred yards in the cost of the dye
alone?

Mr. WATERS. Yes.
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Senator CALDER. Without the labor?
Mr. WATERS. Without the labor; I am not speaking of labor at all.
Senator McLEAN. Does a hundred yards of blue serge, weighing 1t6

ounces to the yard-
Senator McCtmBER. That would make 50 coats.

r. WATERS. I do not know how many coats it would make.
Senator McCuXmBER. The coat itself would be about 2 yards?
Mr. WATERS. Yes. Gentlemen, you can see from the Senator's

questions that he has asked me that the dyestuff on the textile line
is insignificant as compared with the cost of the material. If you
gave the dye away it would not reduce the manufacturig end of it so
very much, as you can see. It is all labor and overhead.

Senator SIMMONS. How much dyes do the American people con-
sume in a year?

Mr. WATERS. I imagine we consume hero in the neighborhood of
two shiploads a year.

Senator SmaoNS. I am talking about the value in dollars.
Mr. WATERS. I do not suppose we would consume here over

$50,000,000.
Senator CALMYR. You mean in every line, but just the textile line?
Mr. WATERS. Just dyes alone, aniline colors. I may be wrong

on that statement, but there are gentlemen here who know all about
it and who can enlighten you on it. I do not just know. I do not
think there is over $50,000,000 imported. Your records will show
that from previous importations.

Senator Mo= .* What is the labor element involved?
Air. WATERS. The labor element involves to-day about two-thirds

or more of the cost of the dyeing. To-day we are paying 70 cents
an hour for ordinary labor as against 25 cents an hour before the war.

Senator MOLEAN. How many people are employed in the dyeingindustryI
POMr. WATERS. In the dyeing industry in Philadelphia we have aLout
5,000 employees.

Senator CALDER. Manufacturing dyes?
Mr. WATERS. No; employed in the dyeing industry--dyers' helpers,

I suppose you mean.
SenatorMCLEAN. Yes; of course.
Mr. WATERS. About 5,000.
Senator SIMMONs. I do not know whether I understood the one

phase of the colloquy between you and Senator Reed. What did I
understand you to say to be the average cost of dyes in the United
States before the warl

Mr. WATu. About 50 cents.
Senator SimmoNs. About 50 cents a pound?
Mr. WATERS. Yes.
Senator SIMMONS. What did I understand you to say was the

average cost of dyes to-day ?
Mr. WATERS. About $2.50. I am talking now, of course-some

go up to $30 or $40 a pound.
Senator fcCumBER. You figure that in your prewar average, also,

do you not
Mr. WATERS. Yes, sir.
Senator REED. I would like to ask one question: Do you know

what the production of German dyes in Germany amounts to?

P I
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Mr. WATERS. The. production in Germany-no; I do not. I
understood that we import hero about 150,000,000 worth of stuff
a year.

Senator REED. They do now?
Mr. WATERS. They did.
Senator REED. Before the embargo?
Mr. WATERS. Yes; before the war. I do not know what they are

importing to-day.
nator REED. Do you know whether the German dye works in

German are in anything like as good condition as they were beforethe warl
Mr. WATERS. I am told they are.
Senator REED. Is it not a fact that they are laboring under diffi-

culties of coal, labor and financial troubles, and that their produc-
tion is not anything like as great to-day as it was before the war ?

Mr. WATERS. Well, if you will take hearsay evidence, Senator, I
can state the case of a friend of mine who just came back, and hesays things are going fine.

Senator REED. Is he here?
Mr. WATERS. No, sir; he is not here He is not in our line.
Senator StMUONs. Can you give me the average price of dyes inGeirmany to-day?
Mr. WATERS. No, Senator Simmons, I could not.
Senator StaMoNs. Do you think they are any higher than before

the. war?
Mr. WATERS. They are higher when they get here.
Senator SiMmoNs. I mean in Germanyo
Mr. WATERS. I could not answer that question. I would imagine

they would have conditions the same as we are up against.
Senator SiMMONs. Are they to any considerable extent higherI
Mr. WATERS. I imagine labor and coal, etc., would bring up the

cost in proportion to what we have had here. I do not know.
Senator SaMMONs. Then, if German dyes were selling in Germany

at the same price as they did before the war, and selling here at
five times as much as they did before the war, it is your idea that you
must be permitted, through the operations of the law, to be able to
maintain that differential between the price in Germany and America.

Mr. WATERS. Yes, sir.
Senator SiMMos. Then the protection you would ask to put this

industry permanently on its feet would be about 400 per cent?Air. WiTERS. Yes, sir.
Senator IA FoLLTE. Are you one of the principal dyers in thiscountry?Mr. WATERS. I would not like to say that, Senator. I have used

in the last three years in dyestuffs, I judge, in the neighborhood of
$I,500,000.

Senator SistmoNs. Will you not let me finish, Senator?
Senator IA FOLLETrTE. Certainly. I beg your pardon.
Senator SIMMONs. Then the protection which the embargo on

dyes has given you is about 20 per cent ?
,Mr. WATERS. The present protection that is given us?
Senator SIMMoNs. Given you through the embargo?
Mr. WATERS. Yes.
Senator SIMMoNs. Is 400 per cent?
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Mr. WATERS. Yes.
Senator SIMmoNs. And you want that much againI
Mr. WATERS. Yes; I think it will take every bit of it.
Senator LA FOLLETrE. Can you tell me how many dyeing estab-

lishments there are in the United States?
Mr. WATERS. No. We have in our town about 75.
Senator LA FOLLETTE. Can you tell me where they are located,

in what cities are the dyeing establishments located, or in what
States they are located ?

Mr. WATARS. Do you mean the dye establishments or dye manu-
facturing establishments?

Senator LA FOLLEITE. Oh no. You are not a manufacturer. I
just speaking about your business.
Mr. WATERS. Oh, Philadelphia, I think, is one of the largest dye-

ing centers in the United States. Providence comes in, I think- - -

Senator LA FOLLETT'E. There are about 5,000 people employed in
the industry in Philadelphia?

Mr. WATERS. Yes, sir.
Senator LA FOLLETTE. Now, then, what is the next largest dyeing

city in the United States?
r. WATERS. Well, I would imagine down in Massachusetts would

be next, around Boston and Providence and around through there.
Senator IA FOLLETrE. Can you state in round numbers the

number of people employed in the dye industry in this country 1.
Mr. WATERS. Senator, would you'let me cite a little cwae thiat our

friend Bernstorf announced when he was h.re, shortly after we got
into the war?

Senator LA FOLLETT.. I would like to have your answer to my
questions, if you can answer them.

Mr. WATERS. Well, I would judge about 4,000,000 people are
depending on the manufacturing of dyestuffs.

Senator LA FOLLETrE. Are you speaking of those engaged in the
dye industry, such an industry as you are conducting I

Mr. WATERS. Well, no.
Senator LA FOLLETTE. Can you tell me how many people are

engaged in the sort of industry that you are conducting yourself?
9r. WATERS. The best way to get at that is this: I employ when

I am running full 100 men. Those 100 men are responsible for
keeping 10,000 other people in employment.

Senator LA FOLLE.TE. Oh,.yes. But that was not the point I am
inquiring about. I was anxious to know how many people were
employed.

Mr. WATERS. I should judge that there would be at least 300,000
employed in our industry.

Senator LA FOLLETTE. In coloring?
Mr. WATERS. In coloring.
Senator LA FOLLETTE. And you employ about 100?
Mr. WATERS. About 100.
Senator LA FOLLETTE. Is ,our establishment incorporated?
Mr. WATERS. No, sir; it i; an individual concern.
Senator LA FOLLETTE. I think you have already stated the amount

of capital that you have invested?
Mr. WATERS. Yes, sir.
Senator LA FOLLETTE. And you employ about 100 men?
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Mr. WATERS. About 100 men.
Senator CALDER. And women, too?
Mr. WATERS. No women.
Senator LA FOLLETTE. What wages are you paying nowI
Mr. WATERS. We are paying 70 cents an hour for ordinary dye-

house help.
Senator LA FOLLETTE. And your 100 men, how many are on the

pay roll at 70 cents an hour?
Mr. WATERS. All of them.
senator LA FOLLETE. The entire 100?
Mr. WATERS. Yes, sir.
Senator LA FOLLETTE. They get the same pay exactly?
Mr. WATERS. Yes, sir.
Senator LA FOLLETTE. What lines of textile manufacturers do you

(lye for?
Mr. WATERS. I dye for the hosiery trade, sweater and knit goods

trade, upholstery, men anl ladies' wear, rugs and carpets. I take in
that entire line.

Senator LA FOLLETTE. And you have been in this business a great
many years? ,

Mr. WATERS. Over 40 years. I was in the business when we had
no anilines at all, but used all vegetable dyes. I remember the first
aniline coming here-and if I might be permitted, it is a very good
thought to bring up-at that time we paid for German colors $50 a
pound in gold, when they started to make anilines, and we have
been paying that ever since, and I claim to-day, gentlemen, that it is
the united States that built up the great German industry as it stands
now, which was done with our money and gold.

Senator LA FOLLETTE. And before we did any manufacturing of
dyes in this country at all, the price had gone down to about 50 cents
a pound on the average?

Mr. WATERS. Yes, sir.
Senator REED. Do you know whether there is an export tax levied

on these dyes that come out of Germany?
Mr. WATERS. No, sir.
Senator REED. Then, of course, you do not know how much it is?
Mr. WATERS. No, sir.
Senator REED. Have we exported dyes from the United States

in the last year?
Mr. WATERS. I have been told we have; I do not know.
Senator REED. Where to?
Mr. WATERS. South America, I understood.
Senator SMOOT. Senator-if you will allow me-I will give you the

figures here.
Senator REED. All right.
Mr. WATERS. Those figures are all a matter of record.
Senator S tooT. For 1920 we exported in aniline dyes to Portugal,

Belgium, France, Germany, Italy, Netherlands, Russia (European),
Switzerland, United Kingdom, Canada, Mexico, Central America,
West Indies, South America, Asia, Oceania, Africa, Denmark, Spain,
Sweden, Norway, and other small countries, $22,450,480; logwood
extracts, $2,605,060; and all other dyes, outside'of the two named,
$7,373,111.

Senator StaMons. How much is the total?
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Senator SMooT. I will give it to you in round numbers, $32,000,000.
Senator CALDER. That is in 19181
Senator SmooT. That is 1920.
Senator MoL4N. Why not put a manufacturer on I This gentle-

man does not know what we want to ascertain.
The CH AIRMAN. I think we better put on another witness, unless

you have something to say, or unless the committee desires to address
further inquiries.

Senator SiMmoNs. I wanted to ask one other question: Before the
war we were making some dr'es in this country

Mir. WATERS. We made alout 10 per cent, Senator.
Senator SIMbONS. We made those dyes in quantities sufficient to

supply our demands and that of the exportersW. WATERS. No.
Senator SIMMONS. We exported dyes before the war I
Mr. WATERS. We might have exported logwoods, but we only

made a little acid orange here.
Senator SIMMONS. T6 what extent, if any, did the prices of those

dyes that we produced in sufficient quantities for our domestic
purposes before the war increase?

Mr. WATERS. Before the war we made some acid orange. That
was selling for about 20 cents a pound. To-day we are selling it
for about 45 cents a pound. So I think it is about bn a prewar basis,
considering labor 'and what not that goes with it.

Senator SIMMONS. You could not give me the average increase in
the price of those dyes that we were producing before the wa in
sufficient quantity for the domestic marketI

Mr. WATERS. We made such a very few. We made an acid orange,
and a little direct black, and a little crystalline greens, and things
like that, for which there i very little use, Senator.

Senator SIMMONs. You can not give it I
Mr. WATEItS I could not get right down to it. There are other

men here who will tell you that.
Senator SIMMONs. Before the war you say that Germany practi-

cally had control of the American market I
Mr. WATERS. Yes, sir.
Senator SIMMONS. Do you consider that, although they had a

trust that covered America, they were charging exorbitant prices
before the war for these dyes?

Mr. WATERS. No, sir; I do not. They were very cheap before the
war.

The CHAIRMAN. The committee will now continue to hear a num-
ber of gentlemen who are here to-day by engagement with the com-
mittee, and I will call on Mr. C. A. Miller, of Philadelphia.

STATEMENT OF CHAILES A. MILLERt, REPRESENTING ATLAS DYE
WORKS, FRANKFORD, PHILADELPHIA.

The CHARMAN. State your residence.
Mr. MILLER. My dyehouse residence?
The CHAIMAN. Where your establishment is.
Air. MtiLLER. Frankford, Philadelphia.
The CnAmIMAN. You are in the business yourself?
Mr. MILLER. I am in the dyeing business.

I
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The CHAIRMAN. Will you go on now in your own way and state
your views concerning the question I

Mr. MILLER. Mr. Chairman and gentlemen of the committee, it is
the desire of the Atlas Dye Works to protest against the licensing
system and the embargo of dyes. We ye artificial silk yarn for the
trade, and cater especially to such branches as are interested in
fast colors. From our past experience with this system, it takes too
long to get the dyes we need. We may write for allocation certifi-
cates, and then get turned down because something similar is being
made in this country. This necessitates our trying out the American-
made dyestuff to see if it is suitable for our work. For fastness
tests we should have the hot summer sun to decide, by actual experi-
ments whether the American product is satisfactory in this respect.
Therefore, if we are offered something in October or November, we
can get no actual tests until the following summer. We have faith
enough in the imported dyes-indanthrenes-from tests which we
have made, to give a written guaranty to the manufacturers. This
guaranty reads as follows:

We guarantee the colors furnised to be absolutely fadeless. If color hedgess frcm
exposure to sunlight, or from washing we will refund to you your selling price to the
trade on such goods.

Senator SIooT. Who is that agreement made with?
Mr. MfLLER. We made that agreement with the manufacturer.
Now, you might suggest that we could make a quick test for fast-

ness, with some of the artificial lights, such as the ultro violet X-ray
light. We have done this, but do not find it satisfactory. For in-
stance, we put half of the game skein in the sun, under glass, and the
other under the violet light. After a couple of weeks' test the color
in the sunlight had faded, while there was no change in the color
under the artificial light, so we naturally have lost faith in this
method.

We further object to the embargo, because the American manu-
facturers are not making all the different colors we need for our shades,
and it is impossible for us to look ahead and say just what, and how
much we sliall need. We never can tell our requirements until we
receive the order to dye the yarn in whatever shades our customer
may require.

Senator S.Moor. Do you dye anything id silk?
Mr. NfILLER. Silk, cotton, and hosiery-principally silk.
The CHAIRSMAN. You are opposed to this legislation, are you?
Mr. MILLER. I am opposed to it.
The CnARtxAN. And you are in the dye business?
Mr. MILLER. We are in the dye business. Here is a sam ple of our

dyeing [exhibiting samples of dyed cords to the committee.
Senator WATSON. You do not do manufacturing?
Mr. MILLER. We do not do manufacturing; only dyeing.
The CHAIRMAN. You are in the same business as the last witness?
Mr. MILLER. Who was the last witness?
Senator WATSON. Mr. Waters.
Mr. MILLER. I do not think he does this kind of dyeing. This is

art silk. There is a difference in dyeing some fast colors on art silk
than there is on the cotton.

The CHAIRMAN. Of course, it is a different kind of dyeing, but you
are all in the same general business.

Mr. MILLER. Sure.
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The CUM1RIAN. How is it that he is for this legislation proposed
and you are against it?

Mlr. MILLER. It is a matter of opinion, I guess.
Senator S' MooT. And a matter of experience.
Senator WATSON. Can you get the kind of dyes you want made in

America ?
Mr. MILLER. Not all of them.
Senator WATSON. About what per cent do you have to buy abroad?
Mr. MILLER. We have been buying all of them abroad. We only

use two colors made in this country; that is, ponsol yellow and ponsol
violet, made by du Pont.

Senator WATSON. During the war you could not get them abroadI
Mr. MILLER. No- we bought them from dye gyps.
Senator REED. What is a "dye gyp I"
Mr. MILLER. A dye gyp is a fellow who buys a barrel of color and

makes about 10 barrels out of it.
The CmiRmAN. How many people do you employ?
Mr. MILLER. When we are busy?
The CIIAIIMAN. In your business.
Mir. MILLER. We employ 26 when we are busy.
Senator REED. I am interested in knowing how this "gyp" makes

10 barrels out of 1, and whether he comes within the protection of
this bill.

Mr. M ILLERl. The gyp can not got the stuff.
Senator REED. You employ 26 people?
Mr. MILLER. We employ 26 people.
Senator WATSON. During the war you-used some American-made

dyes, did you not I
fr. MILLER. We used to use whatever we could purchase.

Senator WATSON. You used some American-made dyes?
Mr. MILLER. Sure; anything at all we could get.
Senator WATSON. You made tLSO of some American dyes. Can

you answer the question?
Mr. MILLER. Yes.
Senator WATSON. Are you now using any American-made dyes?
Mr. MILLER. Yes.
Senator WATSON. When you use them, what per cent of American-

made dyes do you use? •
Mr. ILLER. On all the lines we handle or just one particular line.
Senator WATSON. On all you handle?
Mr. MILLER. About 50 per cent.
Senator WATSON. Half and halfI
Mr. MILLER. Yes.
Senator WATSON. And the other 50 per cent you get through the

board up here, do you?

Mr. MILLER. Yes, through the board.
Senator WATSON. And your objection to the present system is

that you have trouble getting these dyes when you want them?
Mr. MILLER. I have been turned down only yesterday. We got

a letter from the War Trade Board turning us down on blues and
browns.

Senator WATSON. Did they turn you down on the theory-
Mr. MILLER (interposing). That we can get these things made in

this country. The brown will not make our shade. We have already
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lost a week on that. What am I going to do when I run out of it
and my customers want the goods?

Senator WATSOn. And that shade of brown is not made in this
country?

Mr. MILLER. Not the color we want.
Senator WATSON. Do you know whether it can be made in this

country ?
I.-tLR. I suppose it can be.

Senator WATSON. You know it is not, and you can not get it?
Mr. MILLER. I know that the brown made now is not satisfactory

for my work.
Senator WATSON. Are the American dyes that you use satisfactory

for you ?
Mr. MILLER. Just the ordinary dyes.
The CHAIRMAN. It is not a question of the quality of the dyes, but

a question of the color or the shade, as I understand it?
Senator S.ooT. They make a longer range of colors.
Senator REED. Putting it in a few words, you do use some American

dyes that are satisfactory?
Mr. MILLER. Yes, that is, the direct, ordinary colors.
Senator REED. That is, what you call " direct and ordinary colors ?"
Mr. MILLER. Yes. This, besides the two ponsol yellow and ponsol

violet; they are two colors made by du Pont.
They are supposed to be sun-fast, but we are not sure of it. We

give a guarantee that will "bust" us up if we can not get the goods.
Senator REED. When you come to dyes that you can not get in

this country that are satisfactory, you have to go down to this War
Board and get permission to import?

Mr. MILLER. That is right.
Senator REED. And sometimes they give you the permission and

sometimes they do not?
Mr. MILLER. That is correct.
Senator REED. And in any event it involves delay?
Mr. MILLER. Sure. Here is a case where it involves a week's delay.
Senator REED. In the meantime, if you have an order and you can

not get these dyes, you can not fill the order?
Mr. MILLER. No,'we can not fill the order.
Senator REED. And if you can not fill the order, that, of course,

will throw out of employment some poor, downtrodden, workingmen
of America ?

(No response.)
Senator WATSON. Now, Mr. Witness, under the protection afforded

by the war they built up the dye industries so that you can buy 50
per cent of all dyes you use in the United States?

Mr. MILLER. Yes.
Senator WATSON. Have you any objection to proper protection to

,protect this industry so that they can make the other 50 per cent
that you use?

Mr. MILLER. No.
Senator WATSON. You would rather buy American dyes than Ger-

man dyes, would you not?
Mr. MILLER. I would sooner buy them if I can get them in all the

colors.
The ClAIRMAN. Go on, Mr. Miller.
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Senator MCCUMIBER. Let me ask you, before you go on: Do you
know whether it is possible for the American manufacturers to make
every color that is made in Germany ?

Mr. MILLER. I do not know.
Senator MCCUMBER. You know they do not do it now I
Mr. MILLER. I know they do not do it now. I suppose if they try

hard enough we can possibly get them to do so, the same as the
Germans. At any rate, they ought to have brains enough. We
had an instance on April 27. We wrote to the War Trade Board
explaining that indantlirene follow G double cost us $6.90per pound,
wliile Du Pont's ponsol yellow cost us $3.80 per pound, and the
Du Pont product is just half the strength of the imported. It would,
therefore, take 2 pounds of this product at $3.80, or a cost of $7.60,
to equal 1 pound of the indanthrene at $6.90. Therefore, our dye
would cost us 70 cents a pound more, and as we frequently use 6
pounds of yellow in one shade, it practically costs us over $4.20
more for dyeing a hundred pounds of art silk in this shade. This
letter was written to the War Trade Board after they 'had refused
to give us a license for the imported color. They further advised us
that the price asked for the domestic color was reasonable, under the
conditions. I have a copy of the letter here, if desired. Shall I
read that?

The CHAIRMAN. You can have it printed, unless you desire to
read it.

Air. MILLER. I have a copy of the letter here.
Senator LA FOLLETTE. I would like to see how they explain that is

a reasonable price.
Mr. MILLER (reading):

In reply to Your letter of April 27, 1921, on the subject of the price of ponsol yellow
as compared to the price of indanthrene yellow G of foreign make, pleas be advised
that a reasonable price, within the meaning of the War Trade Board regulations, is
deemed to be the price for which a controlled commodity can be manufactured in an
efficiently operated plant in the United States and sold, with a fair profit to the pro-
ducer, irrespective of the price for which the product may be obtained from abroad.
In determining reasonable price, consideration is also given to the economic condi-
tions obtaining at present among the nations of the world, the present rate of exchange,
and the difference in the cost of domestic manufacture as compared to the cost of
manufacture abroad. In consideration of all the foregoing, the price at this time, for
doniestic.made ponsol yellow, is not regarded by the W\ar Trade Board as being un.
reasonable.

Senator REED. In other words, whatever the American price is, is
reasonable?

Mr. MILLER. Reasonable, no matter what it is.
Senator LA FOLLETTE. What is the date of that letter?
Mr. MILLER. They have not put a date on this. I can give you

the original letter.
Senator REED. Please get it and put it in the record.
Senator MCLEAN. Was it written this year or last year?
Mr. MILLER. It was written this year, and is in reply to our letter

of April 27, 1921.
Senator MCLEAN. Perhaps if we guarantee the embargo a new board

ought to be provided.
Senator REED. Yes; and then that the new board ought to behave

itself.
Mr. MILLER. Here are three shades which I have been dyeing for

certain customers [exhibiting samples to the committeel-green,
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Id, and brown. If I made these shades with domestic fast colors,
ey would cost me 50 cents for green, 44 cents for gold, and 60 cents

for brown, just for dyestuffs alone.
I recently saw an article quoting the price of these same colors in

Canada, and at which price the dyestuffs on the shades mentioned
would cost me-24 cents per pound for the green, 22 cents per pound
for the gold, 29 cents per pound for the brown. To put it another
way, the man in my line of business in Canada would pay about half
the price for his dyestuffs. The green dyestuff on a pound of art silk
would cost him 26 cents per pound less; the gold dyestuff on a pound
of art silk would cost him 22 cents per pound, and the brown dyestuff
on a pound of art silk would cost hin 31 cents per pound. This
difference would go a long way toward making up the tariff protec-
tion which our manufacturers have on these goods.

In conclusion, I want to ask, is not the small dyer to be protected as
well as the million-dollar dyestuff corporation ? Is it fair to the dyer
to make him carry six mont hs'stock of dyes ? Under the tariff system
that has always been the importer's business. I recently took an
order for dyeing a very considerable quantity of guaranteed fast
colors; the contract is to last one year.
How can I tell that the colors I should usa will be available during

the coming year; that under this system I will not be forced to sub-
stitute something that I have not had sufficient time to try out?
When a dyer gives such a broad guaranty as ours, he should not be
hindered in securing the necessary colors to make good. I have taken
this contract with the sincere belief that Congress will not continue
this system. Any change in colors or any deficiency could very easily
be ruinous both for me and my business.

Senator MCLEAN. Who signed that letter from the War Trade
Board that you read?

Aifr. MILLER. I can not tell you; I can give you the original.
Senator MoLLAN. I wish you would furnish the committee the

name of the gentleman who wrote that letter.
Mr. MILLER. I will send you the letter down.
Senator McLEAN. All right.
(The original letter referred to is as follows:)

WAR TRADE BOARD,

ATLAS DYE WoRKs, Philadilphia, Pa. Washinon, April 2,1921.

GENTLEMEN: In reply to your letter of April 27, 1921, on the subject of the price of
pnosol yellow as compared to the price of indanthreno yellow G of foreign make, please
be adsed that a reasonable price within the meaning of the War Trade Board regula-
tions is deemed to be the price for which a controlled commodity can be manufactured
in an efficiently operated plant in the United States and sold with a fair profit to the
producer, irrespective of the price for which the product may be obtained from abroad.
In determining reasonable p ice, consideration is also give the economic conditions
obtaining at present among the nations of the world, the present rate of exchange, and
the difference in the cost of domestic manufacture as comWed to the cost of manufac.
tdre abroad. In consideration of all the fore..ing, the pnce at this time for domestic
made Lqnsol yellow is not regarded by the Mar Trade Board as being unreasonable.very truly, yours, B R A r I ~ H 9you~,BUREIAU OF IMI'OXTS.

By L. J. RoBINsoN.

The CIIAIRUAN. The committee will now be glad to hear Mr.
Hodshon.
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BTATBMENT OF A. A. HODSHON FELT-rAT MANUPAOTURER,
DANBU, CONN.

The CHAIRMAN. State your full name.
Mr. HODSHON. My name is Alfred A. Hodshon.
The CHAIRMAN. What is your business 
Mr. HODSHON. I am a felt-hat manufacturer.
The CHAIRMAN. You reside where ?
Mr. HODSRON. At Danbury, Conn.
The CHAIRMAN. Will you state as briefly as may be your views I
Mr. HonsiioN. I came here, Mr. Chairman and gentlemen of the

committee, to explain the condition of the Ayes as they related to
fur felt hats. We make fur felt hats for men exclusively. That is all
our business. And in making the fur felt hats, in the first place, we
take rabbit's fur and form it into a fabric, which is felted through a
felting process to a very tight fabric, and also quite thick. When
you come to dye that fabric with dyes you have to have very level
dying colors so that they will penetrate through this thick fabric,
and also they must be fast to light, as there has been a general under-
standing through the trade for years that if the hat fades they send
it back to the manufacturer, and during the last period of the war
we have had a considerable number of hats returned to us for fading,
and we have been trying to get colors that would hold fast to the
light, and also give us level dyeing and penetrating that would make
the hat a serviceable sightly hat.

I will explain to you that after a hat is dyed the hat goes through
several processes of boiling water and finally comes to what we call
the finishing process, where it is put out to dry onto a block and
pounced wit flint paper, and the surface is pounced off. So that no
matter if you have the proper shade on the surface of your material,
when you pounce it you would go down beneath that surface and if
your lyes were not thoroughly penetrating level dyes you will get a
mottled appearance. You do not get a good, clear color.

So that Ens been one of our great troubles in getting dyes that
would work properly, and the embargo, of course, has stopped us
from getting some of those dyes; in getting dyes before, of course, all
we had to do if we wanted to try a new dye and make a new color
was to go to our dychouso and they had dyes in stock of almost any
kind.

Senator WA-'soN. Imported I
Mr. HODSHON. Imported, of almost any kind we wanted to make

samples out of, or make now shades of ony kind; and we would go to
the dyehouse and we would get dyes applicable to our requirements.

Now, of course we can not do that. We have to go through the
War Trade Board in order to get our request through for dyes, and
it holds us up a long time.

We st arted about three months ago to make some trials to get some
colors that were fast; that is, we could put out to the trade and rely
on; and we made some tests, and finally found some dealers that we
thought we could do it with. They were imported colors, because we
do not find we can do it with the colors that we buy here. We made
those tests, and finally made some samples in our laboratories, and
then we finally ordered some dyes. We ordered those dyes in June.
We received a letter on July 26, and the letter says that "the consular
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invoice is just received and dated July 4, which advises the shipment
from abroad, and your order of June 14 and June 29."

We have not received those dyes yet, and by the time we do
receive them and make our samples we will be too late to get into
the next season's trade with merchandise for this year's business.

Senator SMooT. Did I understand you to say that the American
manufacturer can not make an ordinary black with a brown, or colors
that you use upon hats that will penetrate clear through your raw
stock?

Mr. HODSnoN. Understand that we use black. We get along pretty
well with that. Of course, a large percentage of our dyes are Amer-
ican-made dyes. It is where we get into the fancy shades that we
fall down; or example, take the lighter brown shades and pearl
shades.

Senator SifooT. That is what I wanted to bring out because I
understand that the American manufacturer can manufacture just
as good a black and just as fast a black and all the ordinary colors
as fast as they are made any place in the world.

Mr. HoDsifoN. There is a difference in making stiff hats. We used
to make what we called the full stiff hat; that is, the brim was stif-
fened to such an extent that you could curl it anywhereyou wished.
It was stiffened with shellac with a hot iron, and it would stay any-
where you put it without reinforcement with a wire around the edge.
We would make those hats in almost any style. The hats that we"
really require for the genteel are more what we call full stiff.hats.
Those hats we dye with a black that we used to get from Badische
Soda Fabrik house, and we dyed in the felt previously to being
stiffened.

We never found a dye since that we could do that with. We had
to change our methods of manufacturing stiff hats to dye them after
stiffened, because the dyes will not hold and give you the colors, nor
will they stand the process, but seemed to turn mostly all to a plum
color, and we would get a plum shade, which we can not overcome,
because after the hat is stiffened, we use an alkali bath to clear
the surface again of the shellac, and these hats that we made pre-
viously we can not make them now.

Senator McLEAN. I did not quite get at the fundamental reason
for the delays in your foreign order for dyes.

Mr. HoDsHoN. Why, you have to go through certain requirements
that delays the shipment.

Senator McLEAN. Was That the caae in this instance, or was it duo
to transportation difficulties?

Mr. HoDsno1 . It was the case in any instance. I do not see how it
could be overcome, because it would be impossible for us to go into
foreign dyes-that is practically impossible, if we had to go through
this rigmarole, because we would have to carry six months' supply
of colors.

Senator McLEAN. What I wanted to get at was, in this particular
instance, Was it due to the delay in shipping? t w

Mr. HODSHON. I could not say. I can not tell you just where the
delay comes in. We got the papers out and ordered the stuff by
cable. It may be due to delayed shipping; that is, part of it delay
in shipping.
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Senator MCLEAN. Then, wait a minute. You would be safer in
your supply if all dyes were made in this country, would you not,
f they were satisfactory dyes I

Mr. HOD5JION. Oh, yes.
Senator SMOOT. Would you prefer to buy American dyes?
Mr. HODSHoN. Oh, certainly. We buy all the American dyes we

can.
Senator MCLEAN. That eliminates that delay in shipping which

has always been bad.
Mr. HODSHON. Understand, when a window dresser takes a few hats

out of stock and puts them into a window to show what he has
the first thing we know we get a box of hats back. These hats did
not hold color, and one side of the hat was one color where it stood
toward the sun, and the other side would be another color. That
causes a lot of trouble.

Senator McLEXAN. How long have you experienced that trouble-
how many years I

Mr. Hey'suoN. I can not s'y-ever since we started. Of course,
if you go back you will have trouble again before we use these colors
from G-ermany. But we have had hats on our roof for two months
that have not faded a particle.

Senator McLEAN. That applies to a portion of fancy colored hats ?
Mr. HODSHON. Yes.
Senator MoLEAN. Just a small percentage of your product?
Mr. HoDsHoN. Just a small percentage of our business. It is a vital

part of our business, an we got those colors when we need them
not three months afterwards; that is the idea. If our importer had
those colors in stock we could go to him and get those colors and do
our business and continue with our business. But if we had to wait
this long, the opprtunity has disappeared, the style has changed or
has gone out. liesides, it requires us to carry probably 10 times the
amount in money of dyestuffs in stock that we would have had under
the other conditions.

Senator REED. We were talking a moment ago about the delay
in this instance you have cited being due to a shipment. Of course,
delays are always likely to occur in shipments and I understand you
to say that before you had the embargo and when thing were normal
there were supplies kept in this country of all 'kinds of-dyes, and you
could get them, therefo.,e, without the delay in transit. That is true?

Mr. JHoDS1oN. That is true.
Senator REED. Now, your complaint is that, while you want to use

American dyes and use them where you can get equally good dyes,
there are some dyes that can not be made here in a way that is satis-
factory to you. That is complaint No. 1?

Mr. HoDatioN. Yes.
Senator REED. And when you undertake to get those dyes in

from other countries, Germany or any other country where they are
made, the dyes are not on hand in this country, and you must go
to a board and file an application, and havethe board pass upon the'
application, and after aU that is done then order your dyes, and be
subeted to the delay of getting them. That is the situation?

Mr. HoDsuoN. Yes, sir.
Senator LA FOLLETTE. Have you had any of your applications

to the board denied I
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Mr. HonseoN. Yes; we had one, I believe for blue denied, and we
have a continual trouble with that. We dye our hats mostly, we
will say, in lots of 24 dozen, one color at a time, and during the proc-
esses after the dyeing the felt washed out so that you woull probably
have to take out from one to three dozen ont of that 24 dozen, and we
either had to dye them over into a darker color or else sort them up
into shades and use a dozen as you can. The dye does not stand the
work.. Senator WATSON. What percentage of your dyes are made in
America I

Mr. HODSHON. I should judge we use something like 75 or 80 per
cent, blacks and anything we can get along with we uae. But there
are a lot of things-of course, in our business, novelties count a great
deal, and we have tried to get out something new and you fellows
want to wear and look a little nobbier than the other fellow, and we
can not do it as easily as if we were not restrained in gettiagmaterials.

Senator WATSON. In other words, when you go to this board
you are subject to all the delays that you are subject to when you
go to any governmental board?

Mr. HoDsrnoN. Yes.
Senator WATSON. That is a license system?
Mr. HODSuON. Yes.
Senator WATSON. Or anything run by the Government?
Mr. HODSHON. Yes. Besides that their experience is not our

experience. A commission or board you go to has no technical
knowledge of your business. There may be things in your business
that do not apply to any other business at all, and they may say this
dye dyes a brown piece of yarn or wool, and it may dye it all iight,
as there is nothing to penetrate. There is no trouble to dye those.
things with dyes, but if you come to get a thick, hardfelt, and you
have got to get the dye through there, you will have to have the dye
that will do the work.

Senator WATSON. Mr. Chairman, while it is of some disadvantage
to all these witnesses to come here, yet because of our presence being
required in the Senate, I move that the committee rise until to-
morrow morning.

The CAtImRA. The committee will now stand adjourned until
to-morrow at 10.30 o'clock a. m.

(Thereupon, at 12.15 o'clock p. m., the committee adjourned to
meet to-morrow, Thursday, August 4, 1921, at 10.30 o'clock a. m.)

Thursday, August 4, 1921.

The committee met, pursuant to adjournment, in room 312,
Senate Office Building, at 10.30 o'clock a. in., Hon. Bolos Penrose
presiding.

Present: Senators Penrose (chairman), McCumber, Smoot, La
Follette, Dillingham, McLean, Curtis, Watson, Calder, Simmons, and
Walsh.

The CiAIRMAN. The committee will come to order.
Senator CuRTis. Mr. Chairman-
The ClAIRMAN. Senator Curtis.
Senator CURnis. I would like to ask the chairman to close the

hearings today at 12 o'clock, because we have an important bill to
81527--22-D E----8
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vote upon, and I hope, in view of that fact, that all witnesses who
testify will be as brief as possible, because we must have every Sena-
tor there this afternoon.

The CHAmRAN. It is understood that under a unanimous-con-
sent agreement the Senate is proceeding to consider, in limited
speeches, and to vote, if possible, to-day upon a bill, and therefore the
committee will be compelled to adjourn at 12 o clock in order to
permit the members to be on the floor and vote on the frequent roll
calls which will prevail (luring the afternoon. In view of that fact
it is desirable for the witnesses, who are numerous, to make their
statements as brief as possible, particularly in view of the fact that
a subcomnmitteO of this committee has already hold voluminous
hearings within a comparatively recent period, and also similar
hearings have been held by the Ways and Means Committee of the
House of Representatives. The matter has been quite fully argued
and debated in the Senate.

The comfnittce will, at the special request of Admiral Smith, if he
is present, proceed to hear him.

STATEMENT OF ADMIRAL W. STROTHER SMITH, UNITED STATES
NAVY.

Admiral SMITH. The Secretary of the Navy has addressed to you
a letter on the subject, sir.

The CHARMAN. Yes, sir; I have it.
Admiral SMITji. The, only point that the Navy wishes to bring up

is in regard to the preparation for war in having dye industries in
this country that can supply war materials.

The question resolves itself into either making a Government
laboratory or encouraging private industries. A Government labo-
ratory with a highly trained personnel would be a very expensive
proposition, especially in the evolution of gas warfare so absolutely
essential.

Before the war we were absolutely at the mercy of foreign countries,
almost for everything, and unless we can keep ready at hand the
means of quick preparation we will be at the mercy of any other
foreign country which is better prepared.

Senator SMOOT. Admiral, do you think a Government laboratory
would be as expensive as it wouldbe to have an absolute embargo and
allow any price to be paid fox all of the dyes wanted in the United
StatesI

Admiral SMITH. I think it would, sir, because we would have to keep
a Government laboratory for a great many years, but an embargo can
be limited to a few years.

Senator SMOOT. I can not see any argument in that. If the em-
bargo is for a few years, your laboratory could cease when the em-
bargo ceased.

Admiral SMITH. But you would have to spend a great deal of money
in building a laboratory and getting it started.

Senator SMOOT. But the Amherican people would have to pay a great
deal of money the other way.

Admiral SMITH. The main point that I have in mind is only having
something at ready command. That is all I am interested in. The
means of doing it I leave to others.
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The CHAIRMAN. What are the principal articles that the Navy
Department is dependent upon in tbis connection ?

Admiral SMITH. The principal articles are gas-tar products and
derivatives which are used in manufacturing explosives, and also
the derivatives used in making toxic gases.

Senator SMOOr. How did you get along at the beginning of the
war ? Upon whom did you depen. then?

Admiral SMITH. We had not developed gas warfare then.
Senator SMooT. Upon whom are you depending now?
Admiral SmTH. We are depending now upon the Army.
Senator SMOoT. The Army is doing it to-day?
Admiral SMITHI. The Army is doing it to-day in a way.
Senator SMOOT. You want the Army to cease now I
Admiral SMITH. Oh, no, sir. Gen. Fries will tell you all that.

He is thoroughly familiar with that end of the game.
The CHAIRMAN. If the Army gets along without this embargo,

why can not you get along without it?
Admiral SMITH. We can. If the Army can get along without we

can do it, sir.
Senator SMOoT. What has the embargo done to assist the Army

in any way in this chemical warfare development?
Admiral SMITn. Nothing that I know of, so far.
Senator S.IOOT. Then, why does not the Army proceed just as

they have in the past?
Admiral SMITH. I do not think the Army can keep up and manufac-

ture enough or keep a sufficient staff to supply war materials when
a war com.q.

Senator McCumnER. About all the Army can do is simply to make
experiments?

Admiral SMITH. That is all, sir.
Senator MCCUMBER. It can not produce on any great scale, and

you would need other factories if they were suddenly called upon to
produce upon a large scale?

AdmiraISMITH. If we were suddenly called upon to. produce
upon a large scale the Army could not touch it.

Senator DILLINOHAM. And that is the thought that you wish to
impress upon the committee, is it?

Admiral SMITH. Yes, sir; that we absolutely need these materials
in time of war and some method to produce them

Senator SMOOT. And if we have a war 50 years from now you
think we ought to have an embargo for 50 years?

Admiral SimTH. Oh, no, sir; just long enough to encourage the
industries to build up.

Senator SMOOT. That will be 50 years.
Admiral SmiTi. That is a subject that I am not familiar with, sir.
Senator CURTIS. Senator, they have never asked over five years.
Senator SMooT. No, but they asked first for a certain length of

time, and they will ask in this bill for a certain length of time.
Senator WATSON. If they could develop in the next five years as

much as they have in the last three, they would soon have this
business on a sound basis?

Admiral SMITH. Yes, sir.
The CHAIRMAN. Is that all, Admiral?
Admiral SMITH. That is all.
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The GHAIRMAN. Dr. Edgar F. Smith, of the University of Pennsyl-
vania, desires to be heard, the Chair is informed.

Dr. Smith does not respond.
The next gentleman is Gen. Fries.

STATEMENT OF BRIG. GEN. AMOS A. FRIES, CHIEF OF THE
OHEMIOAL WARFARE SERVICE, UNITED STATES ARMY.

Gen. FRIES. Mr. Chairman and other members of the Senate
Finance Committee, I have here a chart that was drawn up about a
year ago-

Senator WATSON. Give your name, please, and your experience in
this matter.

Gen. FRIES. Amos A. Fries, brigadier general, chief of the Chemical
Warfare Service.

Senator WATSON. When did you become chief of the Chemical
Warfare Service?

Gen. FRIEs. I became chief of the Chemical Warfare Service in
France on or about August 17, 1917, and continued as chief of the
service in France throughout the war.

Senator WATSON. Chief of the Chemical Service in France through-
out the entire war?

Gen. FRIES. Yes, sir; returning to the United States just before
Christmas in 1918,

Senator WATSON. What have you been doing since I
Gen. FRIES. 1 have been on duty with the Chemical Warfare Serv-

ice; partly in Washington and partly in command of Edgewood
Arsenal, and, since March 1, 1920, Chief of the Chemical Warfare
Service of the United States Army.

Senator WATSON. When was the Chemical Warfare Service estab-
lished in connection with the Army?

Gen. FRIES. It was established in France definitely on September
3, 1917. I was put in charge a couple of weeks before that.

Senator WATSON. And before that there had been no such thing
in connection with the American Army, had there?

Gen. FRIES. There had not.
As I started to say before, I have a chart hero which was drawn

up a year ago to show the relations between war gas and dyes, ex-
plosives, and pharmaceuticals or medicines. It was drawn up for
an exhibit in New York City but serves admirably the purpose of
illustrating why the War Department is interested in the coal-tar
industry.

As you know, from coking coal or making illuminating gas you get
coal tar, and you distill that and get these crudes of which we give
only five here, there being five others.

Senator DILLINOIIAM. General, I suggest that your chart will not
appear in the record.

Senator WATSON. Name them, please.
Gen. FRIES. Benzene, toluene, xylene, phenol, naphthalene, and

five others. These are put on here because they show clearly what
are essential, and the others were omitted because they would have
complicated the chart.

All of our war high explosives, most of our war gases, many of our
most important medicines, and our photographic chemicals, all of
which are essential in war, come either directly from these coal-tar
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crudes or in combination with other chemicals. For instance, trini-
trotoluol, which is the only explosive now used in war by any nation
so far as they have a sufficient quantity of it. Before that it was all
pieric acid, or some compound of it, which comes from phenbl by
nitrating.

We have shown here how these crudes are made into dyes. Tol-
uene is made into dyes and made into high explosives, and the picric
acid in the same way and into medicines also. We have shown only
one group hero, acetanilid; but there are a number of groups coming
from benzene and aniline dyes also from carbolic acid.

We make chloro-picrin directly from the bleach, itself made from
chlorine, and picric acid, and it is one of the most important war gases
that we have.

Phosgene is another one of our most important war gases. The
Germans learned how to make it and use it. They knew how to
make it, because they used it directly in making dyes, and it is so
used in this country now. We have sold a good deal of our surplus
phosgene to dye makers.

In that connection, the first phosgene that was made here was
made in a chemical plant at Niagara Falls. They had about the only
information, outside of Frank Hemmingway, who Nv s engaged in
chemical production in New Jersey. y

Senator SNooT. To whom do you refer when you say "we"?
Gen. FRiFs. The Chemical Warfare Service.
SenatorSNIOOT. The Chemical Warfare Service got up this diagram ?
Gen. FRiEs. Yes, sir.

Senator S' MOOT. From what Germany was already doing?
Gen. FRIES. Well, from what Germany was doing and also what

we had done, and to show, also, what we were going to have to do
in the future if we keep prepared on this question.

From the phosgene dyes were made such as yellows, violets, blues,
and in that way, while it was not a coal-tar product, it entered right
into the manufacture of dyes.

We are interested in the medicine side of this question tremen-
dously, and in photographic chemicals as well as tile dyes; but the
dyes are the most important in a commercial way. Hence, if that is
kept up the others rather follow. In fact, the development of the
medicinal parts of these coal-tar products followed the development
of dyes, even in Germany. Beforehe war, according to the 'ariff
commissionn s report of 1915, there were only seven concerns engaged

in making dyes in this country. In the 1920 report, after six years
of total embargo, there are shown 82.

Senator CURTIS. Right there: le seven to which Vo refer were
making a very limited number of ,lee ?

Gen. Fims. A very limited number; and they were using a great
deal of intermediates, which are the next step after the crudes, and
even crudes import ted from Germany. We had a very small coal-tar
industry, although we had millions of pounds going to waste in the
old-fashioned coke ovens.

When the war came on the United States could not get enough
high explosives from toluene. It could not manufacture any war
gases, scarcely, until it began to build its own plants. The Chemicall
Warfare Service started in with the hope of getting the chemica



plants to make those war gases. Their plants were not large enough.
They were already overburdened with war orders, and notwithstand-
ing that they had been increasing some of their facilities for the two
years that they had been working for the Allies on some of those
things, the Government had to build tremendous factories through-
out the country. Even then, as I said before, some of our very
first phosgene was made in chemical works at Niagara Falls and
another at Boundbrook, N. J. the Frank Hemmingway Co. The
chloropicrin was manufactured in a concern at Stamford, Conn.,
while the Dow Chemical Works made some of our first mustard gas
but even in those cases the Government had to help build additional
plants in those places. Those plants not being able to meet the
needs the Government started in and built some other plants,
notably one at Edgewood Arsenal, which we now have in condition
for use, at a cost of $35,000,000, and several others costing many,
many millions more. At, the same time the Ordnance Department
built tremendous plants.
Senator WATSON. Where is that $35,000,000 plant?
Gen. FRIES. Twenty miles beyond Baltimore, on the Pennsylvania

Railroad.
Senator WATSON. Is it still operating?
Gen. FRIES. We are operating the research part of it, which is

the only thing we can operate.
Senator SMOOT. You can not dispose of your products, and the

Government does not want them to-day?
Gen. FRIES. We could make a lot of products which we could

dispose of, but it is not the Government s intention to engage in
business. We could make chlorine and bleach and even phosgene
for sale.

Senator CALDER. Is it the War Department's desire to maintain
and retain that plant?

Gen. FRIEs. It is, until such time as we have so completely devel-
oped the coal-tar industry that we can afford to abandon it. As a
matter of fact, to-day we would have to depend on that plant for a
large part of our war gases, because we have not the plants through-
out the country and the trained personnel to do it. Even now, if
we started those plants, we would have to call on the coal-tar industry
and other chemical industries for probably three or four or five
hundred'chemists and chemical workers and chemical operators to
put that plant into operation.

Senator WATSON. MOw many expert chemists have you now in
connection with the Chemical Warfare Service?

Gen. FRIES. We have about 150 or 160, but they are almost
entirely on research and development. We are doing those things
which we can not get any college or research institutions to do.
There are certain researches and developments in connection with
poisonous gases that the college and other institutions do not want
to take up.

Senator SMOOT. Do I understand that the Government made these
researches and provided the data so that the necessary war materials
could be manufactured in this country?

Gen. FRIES. A considerable part of them. We sent. a good deal
of it over from France. Wo had very little information here. One
of the most important duties I had, as Chief of the Chemical Warfare
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Service in France, in tho early (lays, was to get this information and
transmit it over by officers and men, which we did in many cases, or
by letter, to the United States. They got much additional informa-
ti-on on phosgene in addition to that which they got in the Oldbury
Chemical Works and the Frank Iemmingway Chemical Works.

Senator SMOOT: Did the information come hero through the
Government?

Gen. FRIEs. Not all of it. Part of our information.on the manu-
facture of chloropicrin came from private parties; and as to the
phosgene part of it, the very first that we got came from the Oldbury
Chemical Works at Niagara Falls. Mr. Lidbury, in particular, took
an interest in it, and also Frank Hemmingway, at Bound Brook, N. J.
The Government added to it just as soon as we could get the informa-
tion, because it was not in existence in this country in sufficient
amount to do the work.

We were also short, in France, of personnel. We could not get
trained chemists enough for field use. We have a great deal of use
for chemists right out in the field.

One instance illustrates that clearly. In the fight in which the
marines were engaged at Belleau Woods, a report came back to corps
headquarters that the Germans were using a new gas and they did
not know just what to do. One of the ablest men I had, a chemist,
was sent there and rushed into the thickest of the fight, clear through
the area, and was able to report to them that it was no new gas;
that it was the same gas they had been using and that our gas masks
were a protection against it.

That information was of very great importance to that command
and the whole division operating around there. We will need more
men of that kind.in a future war. We could not get enough of them
in France.

Senator WATSON. How many poisonous gases did you send abroad
during the war that were made in AmericaV

Gen. FRuEs. We sent out four or five. Of course, chlorine was
sent abroad. It was used as a poisonous gas in cloud gas, but now it
is not really considered a poisonous gas, being muchless poisondus
than many others. We sent abroad some mustard gas, a great deal
of chloropicrin and a great deal of phosgene.

Senator WATsoN. Had any of those been made in the United
States before the war?

Gen. FR is. Not at all. There was a little experimental work in
the laboratories with phosgene.

Senator LA FOLLEITE. To what extent had it been made outside
of this country before the war?

Gen. FRiES. Phosgene had .been made to a considerable extent in
Germany.

Senator LA FOLLETTE. How about the others that you named?
Gen. FRIES. I do not think chloropicrin had been made to any

extent at all. Mustard gas had not.
It is interesting in connection with the dye question to note that

the Germans used one of the ingredients that they finally made
mustard gas from in photographic chemical work, allied with the coal-
tar products, and were able to make mustard gas rather quickly,
after they decided to make it, by a method which had been known
since 1886. We could not make it by that method, and never did,
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.because we had not developed that part of our photographic or coal-
tar industry. So wc had to introduce an entirely now method de-
veloped chemically by Prof. William A.Pope, of England,and by the
Usino du Rhone, a dye plant in France, where it was first worked
up. It was later perfected by Levenstein, a dye manufacturer of
England. The process that we are now using is practically the
latter's.

The result was that through our not having that information, which
the Germans had in making these products for dyes and photographic
chemicals, it was eleven and a half months after the Germans began
using mustard gas before we could fire any back at, them. It is
probable that had we had this industry, developed we wouil have
saved several months and a good m, ny lives.

Senator SMOOT. Germany is not ma king any of those gases at the
present time, is site?

Gen. FRIs. Presumably not; unless perhaps she is making phos-
gene for dyes.

Senator SMOOT. That would be the only thing.
Gen. FRiEs. And also chloro-picrin is used to some extent directly

in making dyes, and she can make sonic of that.
Senator SMOoT. But there is very little demand for it in the world

to-day, is there noti
Gen. FRIEs. Comparatively little.
Senator Soor. Of course, you will not make any until there is a

demand?
Gen. FnrS. No, sir. But every one of these plants that are making

dyes or medicines or photographic chemicals or perfumes or any of
these other products that come from coal tar can be turned, in a fow
weeks, into explosive plants. If we have not those plants, then we
have got to build hiuoe plants such as we built during the war; and
in the next war we wihl not have time for it. n

Senator WATSON. Germany, before the war, had made explosives.
Gen. FmiEs. Extensively.
Senator WATSON. And they were all a product of the (lye industry?
Gen. FRmIs. Yes, sir.
Senator 5100oT. They made the same explosives that we made in

this country, did they not?
Gen. FRIES. We made more dynamite from nitroglycerine than

anything else, and we made very little trinitrotoluol because we had
not the by-product to make it'from. We, went so far during the
war, in order to get this toluene, as to rob the illuminating gases of
New York City, to a very great extent, to get enough toluene to make
the trinitrotoluol. Before that most of the countries were using
picric acid or some picric-acid compound. For instance, that was the
explosive dunnite of the United States, the lyddite of England, the
mellinite of France, and the shimose of the Japanese.

We are interested because we believe that without a complete
development of the coal-tar industry we can not be nationally pre-
pared in case we have to be, and we will not have time in the future
to build great plants such as the one at Edgewood. Even if we keep
that u we are going to have to depen(l upon these industries for the
traine(l personnel to operate with. We could operate now in 418
hours if we could get the trained men, but we have got to draw them
from these other sources.
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. We have felt that the embargo was a success (luring the war in
building up this industry from, say, 7 plants to 82, and that if it had
done that during this time, the embargo, continued for some time
would eventually develop our industry to the point where we would
be making practically all the dyes that Germany is making and we
would be utilizing all of the coal-tar products. In other words, before
they do that they have got to change over many beehive coke ovens
to those that will save tile coal tar.

Senator SMOOT. General, if the industry can be protected by a rate
of duty, you have no love for the embargo, have you?

Gen. lilt's. Not at all.
Senator SHIoOT. All you want, you say, is that the coal-tar products

from which explosives and the necessities in the United States are
made in case wo get into another war have sufficient protection to en-
able the amount to be made that the Government would require?

Gen. Fnirs. Yes, sir. But looking at it from the result before the
war, when we had a duty on dyes and when we had made practically
no progress, and looking at the progress we made under the six or
seven year embargo due to the war, which was a total embargo, it
would seem the part, of wisdom, to me, to continue that embargo long
enough to develop the other 40 per cent of these coal-tar products and
the other 500 or 600 dyes that are not made in this country.

Senator SMooT. You know that the rate of duty was rather low
on dyes; that is, the rate was put upon the dyes in the Underwood
bill according to the request made by the dye manufacturers of the
United States. At that time they had no idea or thought of making
explosives for the Government of the United States. That came
about on account of the war. But there is no question in my mind-
there may be in the mind of others-that 90 per cent of all of these
can be protected by a rate of duty; and I am perfectly willing to
give them a rate of duty, but am opposed to any embargo.
Gen. FRIEs. So far as I have been able to investigate it and talk

with those I thought well informed, I do not see how a duty, unless
it were a hundred per cent of the American cost, would keep them out.

Senator SHOOT. I would rather do that than have an embargo.
Gen. Fniss. I have been told, and I think I pim not violating any

confidence, by Mr. Secretary Hoover within the last 10 days that
the Germans had enough dyes to flood this country in a few weeks,
so that the industry could not recover in a couple of yeavs.

Senator SMOOT. I have here a statement of the amount of dyes
which have been made in Germany and the amount that they have
on hand. Whether it is correct or not I can not say, but I am
going to find out.

Gen. Flups. We know this, Senator, that the plants nianufactur-
ing coal-tar products and dyes and nedicin(s and the like can be
readhily turned into high-explosive,, and ar-gas plants. Just as ti cGer-
mars made great extensions to their plants in the war, just so they can
be turned back into dye-makin,. We have )retty good evidence
that many of the German dye plants have been lnsy, because that is
th; only 'iise to which they can Ve put. They would not use them for
hi 11 explosives now- -

-SenatorCun'ris. Right there, before you pass on, did not the
evidence show that Vefore the war Germany was produicing over
90 per cent of the dyes of tie world 

n
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Gen. FRIEs. Yes, sir; very close to that. And it was just for that
reason, in my opinion, that she was enabled to produce the powders
and high explosives and the war gases and her medicines-which
are tremendously important in war-on a quantity basis which
enabled her to fight that war against the world for four and one-half
years. I do not think there was any other way she could have done
it at all.

Another thing that appeals to me in regard to the embargo was
that we are expecting to have a disarmament conference in this
country in the next few months. The nations that will interest us
most in this conference have already put embaroes on the impor-
tation of dyes. Those nations are England, France, Italy, and
Japan; and, looking at. it from a preparedness standpoint, it looks to
me as if that would be the safest thing for us to try; and since I
appeared before this committee about two years ago I have received
a report from the British mission appointedright after the armistice
to investigate the chemical plants in the occupied territory. There
are some parts of this that have such an important bearing on this
question, and apparently such an important bearing on the con-
sidoration of the question by England, that I am going to take about
five minutes to read a part of it. The first statement I will read is:

Some years before the war, a combination was formed by the Bayer, Badische and
A. G. F. A. Companies, and somewhat later a second group was formed which included
Meister Luciu and Bruning, Casella and Katie. During the war, these two groups
amalgamated, and the Greisheim Elektron, Weiler ter Meer, Leonhardt, and other
smaller companies entered the combination, which is known as the I. G. Tt was
largely owing to.the efforts of this combination that Germany was enabled to continue
the war in spite of the blockade. The I. U. works produced the bulk of the synthetic
ammonia and nitric acid needed for the production of fertilizers and explosives, all
the poison gas (with the exception of some chlorine and phosgene), and a largo pro-
portion of the hgh explosives.

Under the heading "Explosives" that committee states [read-
ing]:

No arrangements appear to have been made prior to the outbreak of war to utilize
the re.ources of any of the dye factories for war purposes and on mobilization their
chemistswere called up for military service. After the battle of the Marne the Govern-
ment realized the need for expanding the output of explosives and most of the chemi.
cal works weze producing small quantities by the end of 1914. The demand made
on them increased during 1915, but it was not until 1916 that plans were laid down to
assist in the enormous production of explosives required by the iHindenburg pro-
gram. Most of the big extensionsof the synthetic amnionia and of the nitric and sul-
phuric acid plants date from this time, many chemists being released from the army
and the scientific staff of some of the works being augmented. A standard plant
used for the manufacture of dyes was converted for the production of explosives with
remarkable speed; for instance, at Leverkusen a T. N. T. plant producing 250 tons
per month was put into operation in 0 weeks.

This bears out my statement that these plants are available for
turning into explosives, war-gas, or medicine plants.

The statement is also made (reading]:
At first chlorine and phosgene were the main requirements but afterwards a variety

of organic substances were employed, all of which were made by the factories of the
I. G. combination. Many of these substances were new and difficult to prepare, and
rapid production was only possible owing to the speed with which the peace organiza-
tion of the dye factories could be utilized for this purpose.

I would like to add right here that more important really than
the plant is the trained personnel. [Reading:]

When the Government wished to introduce a new gas, a conference of the various
firms was held at Berlin to determine how the manufacture should be subdivided
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in order to use existing plants to the3 best advantage. For instance, the initial stages
of the manufacture or mustard gas were carried out at Ludwigshafen and the final
atago at Leverkusen.

Senator WATsoN. Do you know many chemists of long years'
training Germany had before the war I

Gen. FrEs. I do not kwow. But-in.. the reports of the Tariff
Commission they state that beginning in the seventies Germany
began an intensive research program. It was just about that time
they learned they could make all of these dyes, and they began an
intensive research program which they continued, for, say, 20 years,
until the early nineties. Then during the nineties they put in their
main efforts to developing processes for manufacturing and, follow-
ing that, about 1900, they began to push their sales throughout the
world. So that they had these hundreds and perhaps thousands of
chemists working, beginning away back in 1873.

Senator WATSON. And as they developed the dye on one side by
adding a little of some chemical or by taking away a little of some
chemical they could make an explosive, and over on the other side
they couid make a medicine?

Gen. FRiEs. Yes, sir.
Senator WATSON. So that nearly all of these coal-tar medicines

came from research work in the German industries?
Gen. FRIEs. Yes, sir; and mustard gas came into being in just that

way, because Victor Meyer in 1886 discovered mustard gas and
worked with it until he found it produced these burns that were pro-
duced during the war, and lie had to quit working with it. It was
undoubtedly at the same period of time that. tho investigation I
spoke of a While ago, beginning in the seventies, that Germany dis-
covered mustard gas and a number of other compounds as ell as
most of the gases employed toward the end of the war.

The CHAIRMAN. What vore you quoting from, General?
Gen. FRIs. I am quoting from the Report of the British Mission

Appointed to Visit Enemy Chemical Factories in the Occupied Zone
Engaged in the Production of Munitions of War.

Senator SNIOOT. General, you put the whole of it in.
Senator WATSON. Yes; do not read it all, but lut it in.
The CIIAIRMAN. How long is it?
Senator S.IOOT. It would be best to have it all in.
The CHAIRMAN. Very well; let it be inserted in the record at this

point.
Gen. FRiEs. I just want to read the summation of these rccum-

mendations. [Reading:]
Further, the membersof the mission are of opinion that the attention of the Govern.

meant should be drawn to the military importance of developing and consolidating
the chemical industry of Great Britain. The points requiring immediate consider-
ation are:

(1) The speedy erection of faciorics on an adequate scale for the production of
ammonia and nitric acid from the nitrogen of the air by means of the Haber process,
in order to render this country independent of imported nitrate.

(2) The provision of factories on an adequate scale for the production of dye-stuffs
and pharmaceutical products.

(3) Action to obtain the requisite security for the Chemical industry during the
period of its development.

(4) The provision of facilities for obtaining now materials such as potash, alcohol,
and benzene tinder conditions favorable to the industry.
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(The report referred to is as follows:)
REPORT OP TIlE BRITISII MISSION APPOINTED TO VISIT ENEMY CHEMICAL FACTORIES

IN THE OCCUPIED ZONE ENGAGED IN TilE PRODUCTION OF MUNITIONS OP WAB,
FEBRUARY, 1919.

MEM1nERS OF THE BRITISH MISSION.

Brig. Gen. II. Hartley, C. C. AV. D., Mr. F. II. Carr, Capt. A. C. G. Egerton, lieut.
If. 0, Greenwood, Dr. If. Lovinstein, Mr. W. Macnab, Mr. A. W. Tangye, ir. S. I
Levy, secretary.

DELEGATES OF ALLIED GOVERNMENTS WHO ACCOMPANIED THE MISSION IN TIlE BRITISH
ZONE.

Lieut. Col. C. W. Steese, Ordnance, United States Army; Liehit. C61. 3. F. Norris,
Chemical Warfare Service, United States Army; Ma. T. IV. Sill, Chemical Warfare
Service, United States Army: Capt. It. D. McGrath, Chemical \Varfaro Service,
United States Army; Capt. 3. W. Marlin, Ordnance, United States Army; Lieut. I. J.
Iltrnmelein, Ordnance, United States Army.

Italian: Capt. 0. Mazetti, Lt. I. Cardoso, Lt. M. Malvano, Sig. M. Bonelli, Sig. M.
Peirsel.

French: Col. M. Marquevrol (Direction des Poudresl, Comm. M.,Chaud, Mona. T.
Sordes, Mon8. N. Simon.

Belgian: Capt. M. Janlet.
INTRODUCTION.

The mission was appointed to visit German chemical factories in the zone occupied
bv the Allies which had been engaged in the production of munitions of war. It
was instructed to obtain information as to the methods of manufacture, capacity,
and output of plant, and present stocks of explosives, poison gas, and the initial
products used in their production. The mission left London on January 29"and
spent from February 1 until February 14, inclusive, in visiting the important chemical
and explosive works in the British zone and the chief chemical works in the French
and Belgian zones as follows:

BRITISH ZONE.

1. Farben.fabriken vorm. Friedrich Bayer-Loverkusen and Doimagen.
2. Itheinicho.Wo8tfalischo Sprengetoff Aktion Gesellschaft, Coln.Troisdorf.
3. Chemischo Fabriken Griesheim Elektrrn-Wissdorf.
4. Carbonito Aktion Gesellschaft.Schlebusch.
.5. Bheinischo Dynamitfabrik.Opladen.
Op. llheinischo Sprengkapsel und Zundhutchen Fabrik, 0. m. b. li.-Kupforsteg.

DELGIAN ZONE.

7. Chiemische Fabriken vorm. Weiler ter Meer-Uerdingon.

FRENCH ZONE.

8. Farbwerko vormn. Meister Lucius und Bruningf, lfochst am Main.
9. Kallo & Co., Biebrich.
10. Verein, Chem. Fabriken, Mainz-Mombach.
11. Basiscbo Anilin und Sodafabrik, ILudwigshafen and Oppau.
The usual procedure was tirst to have a general view of , factory in order to get an

idea of its layout and prewar'capacity, and of the way in which this had been utilized
and extended for war purposes. Afterwards the midion divided into three sections
in order to get details of the war productions, as follows:

Initial products (e. g., sulphuric acid, nitric acid, ammonia, chlorine, caustic N-da ,
Mr. Tangvc, Lieut. Greenwood, Capt. Egmrton.

Explosives: Mr. Macnab, Mr. Levy.
Poison gas: Dr. Levinstein, Mr. Carr.
The information obtained bv eich section 'as been embodied in the present relorl.
In some cases considerable ilifficulty was experienced in obtaining accurate details

of manufacture, uspccially as regards*sh1bstancts which have a peace value, and the
information must Ee a'ccptcd w'ith some re&trie on this account. although it' i as
checked by cross-examination of the officials concerned, and b' a careful examination
of the plant admittedly employed for war purposes.

, As a result of its visit, the mission has obtained valuable information as to tlw
methods of manufacture of explosives and poison gases employed by the enemy, and
of the initial products necessary for their production. It was also able to form a clear
impres"ion of the military 'ahIC of the t erinan eheinie-al industry.
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Some years before the war a combination was formed by the Bayer, Badische and

A. G. F. A. companies, and somewhat later a second group wasiormed which included
Meister Lucius and Broning Caslla and Ralle. During the war these two groups
amalgamated, and the Grie~him Elektron, Weiler ter Meer, Leonhardt, and other
smaller companies entered the combination, which is known as the I. 0. It was
largely owing to the efforts of this combination that Germany was enabled to continue
the war in spite of the blockade. The I. (. works produced the bulk of the eynthetic
ammonia and nitric acid needed for the production of fertilizers and explosives, all
the poison gs (with the exception of Some chlorine and phosgene), and a large pro-
portion of tho high explosives.

The following are the more important works of the I. 0. which were not visited, as
they are outside of the occupied tone:'

Factories of the Aktien Gesellachaft fur Anilin.fabrikation.
Factories of the Grieeheim Elektron Gesellachaft.
Factory of the Bayer Company at Elberfeld.
Factory of the Badischo Company at Merseburg.
Factory of Casella & Co., Mainkur near Frankfurt.
Factory of Leonhardt & Co., Muhlheim, near Frankfurt.
A summary of the information obtained as to the war production of the factories

visited is given under the headings of initial products, explosives, and poison gases.

INITIAL PRODUC18 FOR MANUFACTVUE OP EXPLOSIVES AND POISON OASES.

The principal material concerned are ammonia, nitric acid, sulphuric acid, and
chlorine, and it was on the output of these that the war production of chemical muni-
tions depended. The expansion of output by the factories of the 1. 0. combination
during the war is shown by the following tables:

Ammonia (metric tons Nil3 per day).

I 1914 1918

OPPU.............................................................. 25 250l <r-eburg ........................................................................ . Nil. 400

Total ....................................................................... 25 650

Nitric acid (nitric tons 100 per cent acid per day).

1914 1916

Leverkosen ......................................................................... W ISO
ll6chst .............................................................................. 5 I0 75
Opgu ...fe ......................................................................... 100

e ................................................................. . 0
Weiler ter Mccr ......................................... ....... l j I I 24

Total .......................................................................... I 2M 719

Oppau has the power to produce now 500 tons 11N0 3 daily, still retaining sufficient
ammonia to supply the output at Ilochst.

Sulphuric acid (inetric tons 100 per cent acid per day).

1914 1918

LeverkOsen ......................................................... o 470
n6chst ............ ......................................... 224 280
Ludwlgs afen ....................................................................... 275 410
W eU, r ter Meer ..................................................................... 45 60

Total .......................................................................... 3I 7 1 1,220

Meister, Lucius & BrOning have also erected a large new plant at Ilachst, which
has notyet started and was not examined.

The Bayer Co. has erected at Dormagen a large vitriol plant equal to 260 tons
per day.
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Chlorine (metrie ions per d:y).

• 1 914 1918

Leverkasen .................................................................... .... 20 20
Ludwii bafen ....................................................................... 13 35

Tot a. ........................................................................ '3 t
RXPLOSIVES,

No arrangements appear to have been made prior to the outbreak of war to utilize
the resources of any of the dye factories for war purpc.es, and on mobilization their
chemists were called up for military service. After the battle of the Marne the Gov-
ernment realized the need for expanding the output of exploaives, and most of the
chemical works were producing small quantities by the end of 1914. The demands
made on them increased (luring 1915, but it was not until 1916 that plans were laid
down to assist in the enormous production of explosives required by the 1lindenburg
program me. Mot of the big extensions of the synthetic ammonl and of the nitric
an da lphuric acid plants date from this time, many chemists being releasd from the
Army and the scientific staff of some of the works being augmented. (A standardized
plant used for the manufacture of dyes was converted for the production of exploeives
with remarkable speed; for instance, at LoverkOsen a T. N. T. plant producing 25M
tons per month was put intu operation in six weeks.)

Th(. following table shows the amounts produced in the factories visited:

Ifigh explosit-s and intcrmcdma.

[Quanlitles of intermediates are !ho,' only where ghe.e mere Plot converted to nlihed hie.itc th
!.rodu:.iu% morks. (Metric lors rer ;ck).l

I'ci ory.

Leverk n................ ....
Dor nagecn .................. ......
Urdinlgenl .................. ......
JlOch.t ......... . I")
Ludw'g,hfen ............. ......
Oppaul ..................... 111,1
Sch|¢b-,ush ............ F6I,

4.4;
0

0.
0

0
C
0
0

...... .2A I ...... I .-

. .. I.... ...... ..
2") " V ...... ..

... ... .1,20T " i,".

For ; moriths only.
SSnall.

II2~

. . ..,. . . , . . ... . : : : :
. . . . . , ...... .......

I For o e y'car.
I For3 inorith$ ouly.

'3.........

.. . . ... i.. .

..... .... ...

Other frientiiate,: ludA ighaftln, sodiuri Wi xzecce ,tlIphoucate, Ilk) Iou/er %'vek.
Ot her explosives: 1' htebc1r'h, hiexantrodiphenylsulphtde, il to114,4r re.

Propel~ant explosires, detonating su4bstance8, etc.

[Metric tons per wcek.]

I ? itro- iethyj
Factory. Celluo- dphe.

lose nyl.
lpowder. urei.

Urdipgen .................. ....... 33
KU ersteg .................... .....
Tro tl .................. 2.50.
Schlebusch ..................... .......
Opiaden ............... ...
IN iesdorl .................... .......

Diphe. Nitro-. Cordite ynFlml L d
a1n,- erin. pete. . Tetryd. nite. ailde

anane.~nte acide15e* Ir Ie

........ 1 .. ...i!
5 40. ........
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POISON OAS.

At first chlorine and phosgene were tho main requirements, but afterwards a
variety of organic substances were employed, all of which were made by the factories
of the 1. 0. combination. Many of these substances were new and difficult to prepare,
and rapid production was only riosible owing to the speed with which the peace
organization of the dye actories could be utilized for this purpose. When the Gov.
ernment wished to introduce a new gas, a conference of the various firms was held at
Berlin to determine how the manufacture should be subdivided in order to use exist.
ing plant to the best advantage. For instance, the initial stages of the manufacture
of mustard gas were carried out at Ludwigshafen and the final stage at Leverkusen.
The following table shows the production of gas and intermediate products in the
various factofiea visited:

Output of finished poison gata from various, trorks.

Monthly output i
(metIle tons). Total pro- Date of

Factory. duction (if comniclcient.

Average. Mail, known).

Chlorine ................. Leverk0se... 6W ........ ............ Prior to war.
Do ................... H6chst 20........ . Do.
Do .................. Ludw ghafen. SW 1,261 &R. 3W" Do.

Pho gene...................... Leverklen ............... Do.,,0 ........................ ....-W ~ e . ii*6 1 1,& o
Di phusgene .............. Leverkilsen............ 300 .......... une. 1915.

Do ........................ 1160 ...... 139 2 3,66 September, 91.
'hlorplcrin ............... Averkiseli............. 200. July 8 916.

Do ........................II1chst 45 10i , Aigut, 1910.
Xylyl bromide ............ Leverkilsen. ... 0 .......... March 1915,
Brow acetone ................ do... ...... 20 .. khrly 191g.Brown acetone .................
Brom ethyl .................... I116chst ........ 19 45 G85 April, 1915.
Methyl ketone ................. I
Phenyl carbylatidne chlorine.. ..... do ........ 65 124 721 March, 1917,
Mustard ................... Leverklsen ............ .300 '4,0 Before July, 1917.
D.phenychlorars!n : ........ 150 300 31000 May, 19,7.Diphenyley noarsine ...... Fe....... 8i'brua ry, 191S.
EtI)ldebhoi rsine ............. ..... do ........ 50 1,02 August 1917
Dichlormeth yI ether .......... ..... do ........ 26 51 zi1 September, 1917.
Dibrom methiyl ether .... ..... do ........ 7 2 9 April, 1917.

I Estimated from capacity of plant. Probably the same quantlty was produced at some other factor)
ai the output uf Thlloiglycol from Ludwigshafen would sumct for this

Output of intermediate products for poison gas manunecture.

FinIsheds i."C. Intermediate Totalpulput Place o production. Destination of interme

products, (metric tons). date products.

Phenyl carbylamine Phenyl mustard oil. Notobtalned Kelle ............... H16chst.
dichloride.Mustard ga~q .......... Thiodiglycol ........ 7,0 r~ Ludwighaen ....... Leverkusen and oneothe: factory.

DipL!euylclorarsine. Phenyl arsenic acid 1:6O.....do.... ... Unknown.
yh ni 1,200 Kalle ............. Do.

Do ............... Diphenyl arser.le 4,800 Leverkusen P. probablyy A. 0. F. A.,
acid. Berlin.

Ethyldfchlorarsino... Ethyl arseniou% 840 Ludwtgshafen ....... 16chst.
oxide.

I In addition U6chst produced 3,W0 tons of diphenyl chlor- and cyanarsincs from own interwediates.

MILITARY IMPORTANCE OF THE GERMAN CHEMICAL INDUSTRY.

The above figures for the output of explosives and gas show the great military valte
of the factories of the 1. G. Combination. Although no arrangement had been made
to mobilize them at the outbreak of hostilities, the) were rapidly converted to war
purposes, thanks to their highly trained personnel and the great technical resources
of their peace organization, in the future it is clear that every cienical factory must
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be regarded as a potential arsenal and other nations can not therefore submit to the
domination of certain sections of chemical industry, which Germany exercised before
the war. For military security it is essential that each country should hav6 its chem-
ical industry firmly established, and this must be secured as one of the conditions of
peace, as otherwise we are leaving Germany in possession of a weapon which will be a
permanent menace to the peace of the world.

The key to Germany's war production of explosives was the Haber process for the
production of ammonia from atmospheric nitrn. It is significant that large scale
production by this process only began at the end of 1912, and that in the early part of
1914 great pressure was pat on the Badische Company to increase its output. During
the war, owing to the extensions of the Haber plants at Oppau and AMerseburg, Ger-
many has become independent of foreign countries for her supplies of ammonia and
nitric acid, substances indispensable for the manufacture not only of high explosives
but also of fertilizers for food production. Without such a process Germany could not
have made the nitric acid required for her explosives program, nor obtained fertilizers
for food production after the supply of Chile saltpeterbhad been stopped by our block-
ade, and it is probable that she could not have continued the war after 1916. In the
event of another war we might be cut off from supplies of saltpeter while Germany
would be independent of them.

The resources of the German dye industry are of no less military importance. Most
of the gaes employed toward the end of the war were complex organic substances,
none of which had been made previously except in small quantities, and some of which
were prepared for the first time during the war. Gas warfare will undoubtedly con-
tinue to develop in this direction, and in the future organic substances will be em.
ployed which we do not know to-day. The use of gas will always offer great oppor-
tunities for surprise in military operations, and the experience of the present war has
shown that rapid production of a new gas is essential if the surprise is to be-effective.
Any country without a well developed organic chemical industry will be severly
handicapped in this respect.

RECOMMENDATIONS.

In view of the military and economic importance of the German chemical industry
the mission is of opinion that this subject should receive special consideration, both
from the armistice commission and at the peace conference, and the following action
is recommended:

(1) It should be one of the conditions of peace that Germany should put the Allies
in effective possesson of such processes as are considered necessary for establishing
chemical industries on a firm basis in other countries, one of these being the Haber
process. Any private rights in respect of such processes (if any could be established)
can if necessary be considered as part payment of the war indemnity.

(2) For a limited period of years Germnny should be compelled to furnish at reason.
able prices under allied control such chermcal products as are required by the Allies,
in order to prevent her from exploiting her chemical production so as to exert economic
pressure in allied countries.

(3) All chemical works in the occupied zone should be controlled as regards the
supply of raw materials, the purposes for which these are used, and the ultimate desti.
nation of the products.

(4) The provisions of clauses (2) and (3) should be carried out by means of a comp-
troller, who should have at his disposal the services of experts in each branch of the
industry concerned. The control by the several allies should be closely coordinated.

(t, Enemy chemical factories of a character capable of being used for the manufac-
ture'of explosives and poiim gas must be considered in any scheme for the delimita.
tion of armaments, and arrangements should be made for their periodical inspection
by an allied commission to determine the extent to which they are producing war
mate~ial.

(Nor.-Such inspection would not guarantee that the plant installed was not
capable of being used for the production of toxic gses at short notice or even was not
designed for that purpose. After seeing the facilities afforded by the German chemical
plant ia this respect, the mission is of opinion that whatever be the decision with
regard to the use of gas in warfare, the temptation to use it is such that it is essentail
to the military security of this country that provision should be made to continue
research in chemical warfare.)

(6) Control should be established in chemical works not in the occupied zone to
insur that they are not used for war purposes.

e () The large stocks of explosives and poison gases now existing in Germany shouldbe destroyed.
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(8) In view of the possibility of a renewal of hostilities measures should be taken so
that all explosives factories and all works of primary importance for the production of
explosives, such as Oppau, could be destroyed If they were likely to fall into the hands
of the enemy.

The following quotation from Dr. Poppenberg, called the "Ludendorff of chemistry"
in Germany is of vital interest:

"The next war will be a chemical war. I have interested myself in artificial smoke.
We have developed chemical smoke which will cling to the water for five hours.
War inventions are suzc¢ssful only when a nation so orgnizes its chemical and metal
industries during peace time that the road is open for war-time progress unimpeded."

Further the members of the mission are of opinion that the attention of the Gov-
ernment should be drawn to the military importance of developing and consolidating
the chemical industry of Great Britain. The points requiring inmediate consider.
tion are:

(1) The speedy erection of factories on an adequate scale for the production of
ammonia and nitric acid from the nitrogen of the air by means of the Iaber process,
in order to render this country independent of imported nitrate.

(2) The provision of factories on an adequate scale for the production of dyestuffs
and pharmaceutical products.

(3) Action to obtain the requisite security for the chemical industry during the
period of its development.

(4) The provision of facilities for obtaining raw materials, such as potash, alcohol,
and benzene under conditions favorable to the industry. H. HARTLE,

Brigadier Geral, on behalf of the Members of tMe Mission.
LON DON, February 26, 1919.

Senator LA FOLLETrE. General, how important do you regard gas
in warfare?

Gen. FRIEs. I consider it one of the most important agents in any
possible future war. It caused, even in the last war, when the
Germans never really realized the power of it until it was too late,
and when the enemy never was aple to produce all he wanted-it
caused over 27 per cent of all of the American casualties although
the death rate was very light from gas. If you take -out the deaths
from .other causes, thepercentage of wounded rises to almost one-
third of all our wounded,

Senator LA FoLL.TTE. The use that Germany made of gas in the
war, so far as you can judge, if I understand you, developed largely
after the got into the war I

Gen. FRWES. Yes, sir.
Senator LA FoLLrrE. There had not been much preparation for

the employment of gas as a medium of warfare, or they would have
been better.equipped for it.

Gen. FrES. I think that is true. I db not think the Germans had
any idea when they went into the war of using poison gas, because I
firmly believe they expected to win the war by October, 1914, by the
capture of Paris.

Senator IA FOLLL-rrE. When you consider the tremendous devel-
opment of gas as an instrument of warfare, during the period-just
the few years this war lasted-if study of the use of these gases in
warfare should be conducted by the governments of the world for the
next 10 or 15 years, is it highly probable that gas will be the one
important factor in winning or losing the wars in the future?

Gen. FriEs. I think it ill be the one element that will put more
men out of action than anything else.

Senator LA FoLLwmVE. Not necessarily destroy life, but- reduce
armies to a quiescent State where they can not be very effective?

Gen. Fares. Yes, sir. There will be a great deal of this study,
because I believe every r alice department in the land and every
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penitentiary will be equipped with tear-gas grenades, and the like,
vhich will stop any mob and do it in one minute. Of course, a number

of these gases have considerable peace-time uses.
Senator LA FOLLETTE. Are some of these gases very destructive

of life?
Gen. FRIES. They are all destructive of life if you get enough of

them; that is the question.
Senator LA FOLLETTE. How about lewisite?
Gen. FRIEs. Lewisite is not much more poisonous than phosgene,

but it hs one quality that no other gas we know of has. If you get
the quantity of lewisite in three full drops absorbed into the skin, it
will probably cause death, because it will cause death in rats that we
experimented with in one or tw6 hours if you put it on the skin.
But the trouble would come in war t0 get three drops on a man and
leave it there long enough to be absorbed. If you rub it off, it will
only cause a blister and bad.sore; that is all.

Senator LA FOLLETTE. Is it destructive of plant life?
Gen. FRIES. Not that I know of. I have heard that statement

made many times, but I have not been able to get any confirmation
of it at all.

Senator LA FOLLETTE. Are there any gases or chemicals that are
destructive of plant life, so far as.you know?

Gen. FRIES. Phosgene and chlorine. Chlorine is used all over the
world now for disinfecting purposes and water purification ant the
like, and in strong concentration it will kill plants; phosgene will
kill plants, just kills them down about like a frost, but the roots will
grow back. But it does not affect the soil at all.

Senator LA FOLLETTE. Is there any chemical that you know of
that would destroy the productivity of the soil for a time?

Gen. FRIES. Not that we use in poisonous gases, so far as I have
been able to find out at all.

Senator LA FOLLETTE. I have noted some discussion of that and
some claims in that regard.

Gen. FRIES. Yes, sir; but if there is such a thing I have not beeii
able to find it out, nor any of my 'chemists.

Senator McCUMBER. You say that Germany did not produce the
gases in any great quantities prior to the war ?

Gen. FRIES. No, sir.
Senator McCUMBER. Could she have produced them in great quan-

tities at all unless she had had her many plants engaged in the other
dye industries?

Gen. FME93. Absolutely not; in fact, she could not have produced
the explosi'Ves and the powders even without those plants.

Senator MCCUMBER. -Without these many plants doing a commer-
cial business we would be equally impotent in case of war to imme-
diately begin the production of these gases?

Gen. FRims. Yes sir; just as we were in the last war; and it was
only because the Allies held that line a year and a half after we entered
the war, even, that we were able to get these plants going. Even
then commercial plants made poison gases in 11 mount s, while the
Government plants were 14 months after we declared war, although,
due to the fact that we did not really realize the importance of poi-
son gas in the war, they did not begin energetically until after we
had been in the war four or five months.
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Senator MCLEAN. General, may we not naturally expect that
other compounds will be discovered; thai. is, gases that will be much
more fatal than the ones now in use?

Gen. FRIES. That is possible.
Senator McLEAN. Is not that the reason why this country should

be alert?
Gen. FRIES. Yes, sir; and it is the reason why the more extended

we can possibly get our chemical industry and the more we extend
our chemical research in colleges and universities in these industries,
the more. certain we will be that we will be able to discover as much
as anybody else may have discovered, and that is the only way we
will be sure.

The CHAIRMAN. Is that all, General?
Senator SimoN s. General, let me ask you one question: It was

stated, by implication if not expressed here yesterday, that the cost
of producing dye stuffs in this country was three or four times greater
than in Germany at present. Can you tell the committee why the
cost of production is greater in this country than in Germany I What
is it that makes the cost three or four tines what it is in Germany I

Gen. FRIEs. I think there are just two reasons: First, the higher
wages paid our labor, and that applies to the production of your
coal tar as well as to the actual making of dyes from the crudes
and intermediates, and also a difference in the value of the two
currencies, the mark being very greatly depreciated. The German
workmen being paid in marks makes a still further difference in the
productive cost.

Senator SitfoNS. Those are the two elements, you say. The
cost of labor-well that is the measure of the difference in cost.
Labor costs less in Germany because of the exchange. So that labor
is really the difference in cost and is really that which measures the
difference between here and abroad?

Gen. FRIEs. I think so. Even the Germans before the war
received less and after the mark gets back to proper value again will
undoubtedly receive much less than American workmen.

Senator SiimoNs. If that be true as to the dyestuffs industry, if
that be the only reason then why does not your reason apply to
every other thing produced in this country and Germany?

Gen. FRIES. There is a great difference grows up many times due
to whether Germany has all of the raw products or not, or whether
we have all of the raw products.

Senator Stmros. I did not understand you just now as including
in the difference the cost of raw products?

Gen. FRIEs. I included that in the labor cost when I said that the
difference in labor came in the production of the crudes from which
you make the intermediates and the dyes, as well as in the making
of the dyes themselves; it all goes back to the first production cost.

Senator Svusioxs. You say the crudes cost more here because labor
costs more; and you also say that because of the difference in the cost
of labor it enables them to make any such product in Germany
three or four times less than in the United States. If that is true,
if the labor cost measures the difference, and that is the element in
the problem, why does not that apply with equal force to every
other thing that Germany producesP

1 0

889



Gen. FRIES. Take the question of cotton goods: Germany imports
all of her cotton. The cost of that cotton is a very great factor to
Germany in the cost of her product. But she has the coal and she
has the kinds of industry with which she produces the coke, and
hence she gets these coal-tar products really as a waste product,
and it was because Germany woke up to the great economic value
of utilizing these waste products that she started into dye manufac-
turing extensively long prior to the World War.

Senator Smisoxs. This is not the only industry that has been
* developed to a very high degree in Germany that has to. get raw

materials from abroad, I's it?
Gen. FRIES. No, sir. But there are many other factors, of course.
Senator S1.moNS. The truth is that Germany has to buy very

largely the raw materials that she uses in her industries, does she not?
Gen. FRIES. Yes, sir; but she has the advantage in the dye in-

dustry that she probably has not in many of the others, in that she
has such a tremendous corps of trained specialists who have been
working 40 years on this, while the United States has hardly worked"
at all on it; and we have not got those trained specialists.

Senator SIMmoNs. And they were trained in the dye industry?
Gen. FtiEs. Yes, sir.
Senator SIMMoNs. When you did not have those trained special..

ists in this country, how did you manage during the whr to develop
this industry to the point where you could make such enormous

quantities of raw materials- and in that limited time run the pro-
3 uction of this country up from 10.per cent of what we consume in
this country to 90 per cent of what we consume in this country?

Gen. FRiES. But we had some very great advantages. We had
our manufacturers being trained for two and a half years in manu-
facturing many of these supplies for the Allies, before we declared
war and then in the 18 months after we declared war before we got up
to tLat production, we were enabled to train hundreds of men. They
were not as skillful as Germany had, but they were skillful enough to
do that work in a very limited way and the only way we will have
sufficient trained personnel in the future is to develop the dye in-
dustry where they acquire it.

Senator SIMMONS. What I can not understand, General, is this:
You had sufficient trained chemists in this country, not only to pro-
duce 90 per cent of all the dyestuffs that were consumed, but to
furnish other countries with enormous quantities of the dye prod-
ucts of our dye factories. It would seem to me that that would
controvert your contention that we have not in this country an ade-
quate amount of trained chemical knowledge to meet the domestic
requirements in reference to dyes.

Gen. FRIEs. I think the difference can be shown by the differences
in the number of dyes, for instance, that are made. Even now,
after .a seven-year embargo, due to the war, and the tremendous
development pushed by every resource of the American mind, we
are still making less than one-third as many dyes as Germany makes,

" and Germany produces her dyes cheaper than we do, because in
making 900 dyes or thereabouts she perhaps uses all of these crudes
and has practically no waste whatever. If we are only making a
half dozen dyes we have a lot of waste products that could be made
into different products if we had the highly trained personnel and

0
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factories Germany has got, and that is the point to which I would
like to see the dye industry developed in this country.

Senator SmmoNs. I do not see why Germany is making so much
more dyes than we are at this time, in view of the fact, as testified
here, that England has established something equivalent to an
embargo and some of the other industrial nations of Europe have
also done so. What nations, under the circumstances, is Germany
supplyingI She is not supplying us.

Uen. FiEs. -She is hoping to, probably. Those men have got to
make dyes or do nothing. They have the plants and trained person-
nel all there, and that is the only thing they can do with this product;
and they hope by making it and having it available they can get
established and supply the whole world-as they did before. I think
that is why they are making it; I think it is absolutely forced on them.

Senator SismONS. I suppose if they had that hope they would
not make these products im advance, especially if they need all the
money they have got for things in immediate demand. I should
imagine good business sense would suggest to them that they wait
until these markets are opened up.

Gen. FRIEs. But they only get money that is really valuable by
selling products to somebody at the present time; and these men are
available to do this. They had better keep them busy piling up
dyes than to have them idle to start revolutions, I presume.

Senator SMooT. Italy and France and England and Belgium, as
you state, have embargoes upon German dyes-

Gen. FREs (interposing). I do not know about Belgium, Senator;
I am not certain about Belgium at all.

Senator Sioor. Then cut out Belgium and say in the other
countries noted.

Gen. FRIES. Yes, sir.
Senator S3wOT. And they are the great manufacturing countries

of the world, and Germany certainly is not going to make dyes and
pile them up. Where is there any other country outside of this
country here to sell those dyes to?

Gen. FRIES. She can only sell them perhaps to China. She sells
a good deal of indigo and the like to China and perhaps some to
Russia.

Senator SmoOT. She does not sell as much indigo to China as we do.
Gen. FRtiEs. Perhaps not. But the point important to me is that

she would hope, if we do not have an embargo here to keep out
those dyes, she can sell them here.

Senator SMOOT. She can not, with the rate of duty we will put
upon them.

Senator WATSON. Is it not a fact that at the time you appeared
be fore the subcommittee, of which I happened to be the chairman.
when we investigated the dye industry, and at that time there was
talk about large quantities of dyes coming into this country and
going to other countries, it was shown that England had lifted the.
embargo or had not yet laid an embargo ? Do you recall that'#

Gen. FRIEs. Yes.
Senator WATSON. And after that there came into England dyes

in a very great quantity and then England put on the embargo.
Gen. rIES. Yes, sir; the embargo was laid in the last year.
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The CHAIRMAN. General, I suppose if the disarmament arrange-
ments come to anything effective the abolition of the use of gas for
military purposes would be among the chief accomplishments, would
it not?

Gen. FRIES. I do not think so, Senator; I think it would be the
most dangerous thing they could possibly do, because every coal-
tar industry is a potential poison gas or high explosive factory.

The CHAIRMAN. Do you mean to say that the disarmament arrange-
ment among the nations would not nave as one of its chief results
the abolition of gas?

Gen. Fluzs. No. sir. I do not think so.
The CHAIRMAN. Then we would have to keep on making plenty of

gas under the disarmament arrangement?
Gen. FREs. No, sir; we would not make gas any more than we

are making it now. But we would know if we developed the coal-
tar industry we would be able to make more gas than any others,
and we could turn those plants into poison-gas factories if we had to.

The CHAIRMAN. Then you would look upon disarmament as being
ineffective?

Gen. FRIEs. No, sir; I think it would be very effective. Under
the development of a coal-tar industry our keeping up in chemical
warfare is very easy and cheap; in fact, it is very cheap to-day.
The total expenses of the Chemical Warfare Service since the war
have been less than two-thirds of 1 per cent of the Army appropria-
tion, and they will continue to be low, not over 2 per cent at the
most. But we would have available in the coal-tar industry plants
where we could provide any quantity of poison gases or high explo-
sives we would have to produce, and it is the only kiid of armament
that would cost us nothing in peace.

The ChAIRMAN. But we are not supposed to need those agencies if
we disarm,

Gen. FRIES. If we can come to a complete disarmament and be
sure-

The CHAIRMAN. That is what I am asking you.
Gen. FRIEs. I do not think that is possible for a long time.
The CHAIRMAN. Then you look upon this negotiation as likely to

be a failure, do you?
Gen. FRIES. No sir; I think if we can go far enough to put a

limitation, we wili say, on the number of battleships each country
may have and the number of big guns each country may have,
that we will have gone a long way toward reducing the cost of arma-
ment, which is the first consideration.

The CILAIIR.MAN. Then you would not expect it to cover one of the
most murderous weapons of modern warfare, which is gas?

Gen. FRIES. I think you would then be putting this country into
the complete power of some nation that might become an outlaw.

The CHAIRMAN. Then you think a little gas "on the side" would
be a good thing? [Laughter.]

Gen. FRIES. I think it a wise precautionary measure, Senator.
[Laughter.]

Senator WATSON. They will still continue to make guns, will they
not?

Gen. FRIES. Very likely, sir. I hope to see the disarmament a
success.
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Senator WATSON. Also munitions and powder?
Gen. FRIES. Yes, sir; and they will nave the plants ready to

make them in all countries that produce coal-tar products.
Senator WATSON. They will not use these guns to shoot religious

fanatics. [Laughter.]
The CHAIRMAN. The pending negotiations open up a new vista

to me after hearin you, General.
Senator SmOOT. U. Metz.would like to testify at this time.
The CHAIRMAN. Mr. Metz is here, and we would be glad to have

him submit his views.

STATEMENT OF HERMAN A. METZ PRESIDENT OF THE
CONSOLIDATED COLOR & CHEMICAL CO., NEWARK, N.3.

The CHAIRMAN. You are in the dye business, Mr. Metz?
Mr. MErz. I am in the business of manufacturing dyestuffs and

pharmaceutical goods, at Newark, N. J., and Brooklyn, N. Y.; among
them salvarsan, the 606 specific, and those other highly organize
products so often referred to which are manufactured m large plants
on this side owned and operated before and since the war by my
companies.

The CIRIMAN. Will you state your views on this matter, Mr.
Metz I

MAr. Marz. I am entirely in accord with any proposition that will
give the American industry amplo protection. We need the in-
dustry; we must have it. I was an iniporter as well as manufacturer
before the war and have been in the business nearly40 years handling
dyestuffs. I do not want to see my plants scrapped. They will not
have to be scrapped if we are given proper protection and which will
at the same time give the consumer those dyes which he needs, if he
is willing to pay for them.

We are at the present time making 90 per cent of the dyes used in
this country. Out of the number mentioned by Gen. Fries, three-
fourths are used only in a comparatively small way. The essential
dyes are being made, but there are certain special dyes that are not
being made here. Some of them I (to not believe ever will be made
here, because they can not be made economically. If we can't
import them then those dyes will be available to other countries, and
textiles will be dyed with those dyes and sent here on the fiber
instead of being made here.

I do not belidve our dye meni are bothering enough about that.
We heard it said that they could be made in two .years, but we
haven't got them in six years, because we do not produce anthracene
in sufficient quantity at a price to warrant making those colors.

We are down to-day to the prewar price of the imported goods on
some of the colors. Three colors constitute about 50 per cent of all
those used in this country-sulphur black, direct black, and indigo.
Indigo has dropped within the last 10 days; it has dropped gradually
since the first of the year from 70 down to 40, and I understand it is
offered below 40 cents to-day, and that you can buy it for 35 cents.
The ingredients entering into it have not dropped in proportion,
showing that the margin of profit has been cut and that consumers
are coming into their own.

The plants built by myself and others have been or should have
been charged off in profits long ago. The expensive research work
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we hear so much about has been paid for by the Government, because
it was taken out of expenses and charged off in income and excess-
profits taxes. We should not have to pay interest on big invest-
ments which have been amortized. My plants have grown enor-
mously, because the profits went back into them.

I did not pay it all out in dividends nor put all the profits in our
pockets, and others who did the same thing have no business kick
coming and are protected to that extent or all time; that is my
position as a manufacturer.

Senator CALDER. You are also an importer of dyestuffsI
Mr. Mm. I am an importer to the extent that others are importers.

I get the licenses from our customers, and I import on orders for them.
Senator WATSON. You imported largely before the war .
Mr. Mm. Very largely. I also made colors long before the war,

however, and on certain things which we competed with the
imported. We also exported. Some colors were exported all over
the world before the war, for there were a few colors we did make
and export. We were not producing much benzol then; but since
our coke ovens were rebuilt benzol is now produced by the ovens and
we can not stop it. When the steel industry starts up, there will be
benzol enough to flood the country.

There is so much stress laid on what the dye industry uses that I
brought with me a list issued by the Koppers Products Co., of Pitts-
burgh, showing for what others benzol is used, which reads [reading]:

Be ol-Kopper*.-When buying benzol, toluol, or solvent naphtha specify
"Koppers." Over half produced by the Kopes process

Benzol, toluo), and so-vent naphtha are being used by the more progressive manu-
facturers engaged in the following lines of business:

Rubber goods, tires tubes, rubber cements, paints, varnishes, lacquers, soluble
cotton solutions, bronzing liquids, paint removers, varnish stains, furniture polishes
metal polishes, floor waxes, enamels, turpentine substitutes, shingle stains, wood
preservatives, bitumastics, roofing cements, road compounds electrical insulating
varnishes artificial leather, printing inks, intermediates, dyes, leathergoods, naphtha
soapa, disinfectants, emulsons, sweeping compounds, show polishes, carbon removers,
leather dressings, solvents for waxes, cans and food containers, impregnating asbestos
boards, wall boards, broke linings, extraction work of all kinds, alkaloids, recovery
of vegetable and animal oils, coconut extraction, degreasing garbage, bone, hide andhair, rosin extraction, dry cleaning, cleaning lpreparatione, mineral flotations, motor
fuel, fuel gas, pharmaceuticals, perflumres, organic chemicals, photographic developers,
denatured alcohol, explosives, chlorinated, nitrated and sulphon~ated products,
llnoleum,.oilcloth, printing press and type cleaning.

dThere are a thousand other uses besides dyestuffs for benzol. If all
dyestuff plants stopped to-morrow they would still have uses for
benzol, and tfle same holds as regards toluol and the other crudes
used for dyestuffs. Benzol and toluol to be used for explosives must
be nitrateda.

Of the 80 plants mentioned, there are not 8 that can do nitrating
on a scale available for explosives. The people who have nitrating

plnst .anb covre ino "uito plat. Tearage
diye plant is not any more fit for producing dyestuffs or poison gas
thtan a brewery. I make chloropicr'in, but it is a laboratory proposi-
tion. I produce it in order to make certain pharmaceuticals. Chloro-
picrin is made practically in a laboratory way, unless you do it on a
large scale as the Government does it.
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In regard to phosgene gas, I wrote abroad to find out how much
phosgene is used. Phosgene is used in about four colors, and that is
all. I wanted to know how much we were producing and how much
was produced abroad. I found there practically only one other plant
making phosgene, and that would be the Badische, because they had
the patents on these particular colors, and one plant in Switzerland
made them also.

My information is that in 1913 204 tons were used for colors and
intermediates, and then Germany practically supplied the whole
world with the products made with phosgene. In 1920 only 64 tons
were produced. That isn't enough for one charge in war. Our
records show that the United States produced in 1918 1,616 tons of
phosgene, and it shows that no plant then making colors made
phosgene. I built a small plant in Rahway to make it, but never
started it, for as soon as the armistice came I could get all I wanted
from the Government plant if I would only cart it away, because it
can't be handled by freight. They have enough to supply the country
for dye purposes for the next generation.

Chlorine we manufactured before the war and were the largest
producers and exported a large amount. There is more chlorine
used for paper manufacturing and disinfecting than in all other lines
put together.

The same thing is true in regard to picric acid. There is enough
picric left from the war to last the dye men for years. Chlopicrin is
made of picric acid and chlorine. Phosgene is not a coal-tar product;
phosgene is made of carbonic acid and chlorine. It is not a coal-tar
product at all. • It is used in the dyestuff industry for three or four
colors, and those can be substituted. Auramine, the chief one, is
used in paper making to a large extent. Crystal violet is used for
typewriter ribbons and purple pencils.

Senator WATSO1J. You have been for years an importer and an
importer on a large scale ?

Mr. M.rz. Yes, sir; and from all producing countries.
Senator WATSON. And you are now manufacturing and have been

since the beginning of the war?
Mr. METz. Yes, sir.
Senator WATSON. Is it your opinion that this industry can be

protected without the embargo?
Mr. Mwrz. I believe that you can protect it by a specific and an

ad valorem duty. Increased cost of dye does not have much bearing
in the last analysis on most fibers, but on some-for instance, cheap
cottons dyes with indigo-it does.

Let us take indigo. Indigo was sold at 12 cents, without duty,
before the war, and 10 pounds of indigo to dye 100 pounds of cotton
made the cost of dyeing. 1 cents a pound for dye. It is used largely
on denims, cheap cotton goods, made in the South, and used for
overalls. The biggest plant is at Greensboro, N. C. Their business
is largely export. These denims dyed with indigo would cost 1*
cents for dye; at'60 cents for indigo it world be 6 cents a pound for
dye, which is very materially higher. If you figure 40 cents a pound
for cotton, it is not so much, as when you get down to 10 or 12 cents
cotton, and it puts you out of business in competition with England
or other countries having cheaper indigo; they will have the export
trade then and you will not.
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The manufacturer can stand higher priced dyes on other higher
priced goods, and if he wants a certain dye to produce a certain re-
sult, which he can stand behind, he can not take "something just
as good i" he must have the color he wants and ought to be a le to
get it without a lot of argument and delay.

Licenses for the import of dyes are given out by the War Trade
Board section, and I want to say that I have no criticism of the
functioning of the War Trade Board as its bureau is constituted.
They try to be reasonable. I want to say now that we ought to do
something to extend its functions over the indefinite period from
August 28 until a- permanent rate is fixed for the protection of the
dye industry.

I am not afraid of being swamped by German dyes. The Germans
have not got the dyes, no matter what they tell you. I was over
there last year, and saw them all for myself. They have doubled
their plants, but they were doubled because they had to make syn-
thetic alcohol and acetic acid from carbide, fertilizers, synthetic rub-
ber, gums, and shellacs. They could not get those outside, and they "
did not do a solitary thing in the way of new colors or new medicinals.

In the matter of pharmaceuticals, I sent an order in 1920 to Ger-
many for 10 pounds of orthofotm, an anesthetic, and they did not
have it in all Germany. They had stopped manufacturing and were
making things more essential. The dye plants made war products
because the y were acid manufacturers.

Senator CALDER. They can manufacture them eventually?
Mr. METZ. We have been shipping wood alcohol and other raw

raaterials to Germany; we have been shipping formaldehyde to the
other side. There are many raw materials they have not got. They
have not got the coal; their plants are not running over a third
capacity.

Senator CALDER. But they can get the coal.
Mr. METZ. Eventually they can. But give us protection against

that, but do not say we can not get what we want if we are %willing
to pay for it. I am making novocaine and salvarsan, or 6-0-6, that
you have heard so much about.

Senator WATSON. Is that a coal-tar product?
Mr. METz. It is to a small extent from aniline, with arsenic; and

that is all the coal tar there is in it. After that you get away from
coal tar.

Senator WATSON. It was discovered in the dye industry, was it not?
Mr. ME'rz. It was not discovered in the dye industry. It was

discovered by Ehrlich and because he used a coal tar preparation, the
dye people made it. That price was $2.50 for six-tenths of a gram
before the war. I sold it here.

Senator CALDElR. You were the sole agent?
Mr. MErTZ. I was the sole agent.' They 1aid 40 per cent royalty

to Ehrlich, for the Speyer-House, which is like the Rockefeller
Foundation here, and the duty was 25 per cent. I am making it
here now under license and my last price was 27 cents, for the same
quantity, to the United States Government.

Senator CALDER. When was that?
Mr. Mm. Lately; on the last contract. Several concerns took it

up under license from the Federal Trade Commission on a 5 per cent
royalty. Practically an agreement was made with the Public
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Health Service that a dollar a dose would be a fair price to the Gov-
ernment for war purposes. The Army had about 400,000 doses.
Syphilis is not like malaria or a cold in the head, and will not cure itself
and I made up my mind that the more I could extend the use of
salvarsan the better it would be for mankind; and to-day the Gov-
ernment is buying it, and clinics are enforcing its use and doing it
free.

Senator CALDER. Buying it at 27 cents?
Mr. METZ. At 27 cents.
Senator CALDER. Before the war how much was it?
Mr. METZ. $2.50; that was the price. It went from that up to

$4.50 in single doses to physicians, but speculators cornered it andgot
$25 and $50 for a dose early in the war.

Senator CALDER. Were you the importer selling .it to the Govern-
ment before the war?

Mr. METz. Certainly. They paid the same price as anybody else.
Senator CALDER. What was the Government paying you .before the

wart?
Mr. METZ. About the same, the best wholesale price, about $2.50,

unless they saved the duty.
Senator WATSON. It was made abroad?
Mr. METZ. Made in Germany by the patentees.
Senator CALDER. Is this the same article you are making here?
Mr. METz. It is the samo article exactly.
Senator CALDER. How many licenses are there for manufacturing
Mr. METz. Three or four licenses from the Federal Trade Com-

mission and two or three from the Chemical Foundation, which took
over the patents, with 4,500 others. I am not making anything on
what I sell the Government, but I am simply mentioning it to show
what we can do. I

The labor cost is enormous on that stuff, and whether it competes
with us or not., and no matter what price they put upon the German
stuff, if a man has syphilis and wants'the German product, but is
compelled to use something said to be just as good, we will get the
blame for it if he is not cured. There is psychology involved in the
matter; the man ought to get the German goods if lKe thinks they will
cure him. Within the last two months I have imported some of the
German stuff, and it cost me 56 cents to lay it down here.

Senator SMOOT. Is it any' better?
Mr. METZ. .I do not think it is as good. It is just as efficient, but

our stuff is more thoroughly tested; it is tested three times. It is
first tested in our own laboratory. I have three men from the Public
Health Service for research work. I endeavor to get the best service
I can for that purpose. As I said, it is first tested in our own labora-
tory, where it has to pass a certain test. Five rats are injected.
Those rats must live 48 hours. If more than 60 per cent die, the stuff
is rejected. Then we send it to the Columbia University and it is
again tested. Then it is tested again in Washington. There the test
is very severe.

Senator WATSON. Do you want this rat industry protected?
Mr. Mierz. I think the rats are quite able to take care of themselves.
Senator LA FOLLP.Tr. We can put it in this bill if you want it?
Mr. MmTz. Well, everything else is in it. We have a more severe

test than the Germans have. Our product will test higher than the
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German stuff. A rat may live at 300 with the official test 200. We
have to get the purest possible product. It takes 50,000 pounds of
material to make 100 pounds of salvarsan, and there is not a single
ounce of by-product. If it goes in your veins and it is wrong, you are
dead. Even without embargo there are to-day restrictions against
bringing this material into the country. The Chemical Foundation
hold the patents and the Public Health Service prescribes regula-
tions, so there is ample protection for the manufacturer. Iput
originally $100 000 in my plant to make salvarsan. I have over a
hall million dollars invested in it to-day and it pays a good profit,
but for the physiological reasons stated, the German product ought
to be available.

Senator WATSON. You still import some German dyes, do you not ?
Mr. METz. Only on licenses granted to consumers.
Senator McLEAN. What percentages of your turnover do you

import?
Mr. METz. Dyesl
Senator McLEAN. Yes, sir.
Mr. MErz. I suppose altogether there is about 10 per cent im-

portable colors still on the list coming in.
Senator McLEAN. Of your own business what percentage of your

annual turnover do you import. Either for yourself or acting as
agent?

Mr. METz. I can not import for myself. I import as an agent
only. All dyes from Germany come in that way. The Swiss came
to dealers.

Senator WATSON. What company do you represent?
Mr. METz. I represented the Hoechs plant, one of the so-calledBg Six.
Senator CALDER. What was the value in money on the dyes you

manufactured last year in your own business?
Mr. METz. I can not tell you off hand. I could give you the exact

figures later. Last year was an off year. We were shut down half
the time. I do not suppose my entire manufacturing business last
year amounted to over $3,000,000 or $4,000,000.

Senator CALDER. How much did you import?
Mr. MMrz. A very small amount. I suppose if we did $250,000

worth of.business altogether since we started importing, it is not a
whole lot.

Senator LA FOLLETTE. Since what time?
Mr. METz. Some of the goods ordered in the spring of 1920 are not

here yet. They have not got the stuff, gentlemen.
Senator WALSH. How many employees have you?
Mr. Mrz. In my dye plant? I-suppose I have about 200 men in

the Central about 150 in the Consolidated, and in the Laboratories
about 200, but there most of them are women.

Senator WALSH. How many are there in the whole industry that
would be affected by this legislation?

Mr. METz. That is hard to tell. I do not know what the National
has now. There has been a combination with the General Chemical
and the Barret companies, and a very proper one for this country
to have.

They talk about the embargo in Englaiid and France. I have letters
to-day from England offering German dyes and letters from France-

EW I - ]
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offering reparation dyes. The English went into Germany and bought
up a two years' supply before they made the embargo. That is why
they have an embargo. The English are always on the job and we
are not. I have offers to-day for German dye from English dealers
and if you will send for the records of the War Trade Board you will
fid that permits are being given right along to bring over these
German colors from England. I have a list of the French reparation
goods and the Italian reparation goods, 4l of which can be dumped
in her e, if you do not prohibit them.

Senator SMOOT. What about Japan?
Mr. M.TZ. Japan is still buying. I suppose you saw the list of

exports by these poor fellows that were going out of business this last
Juno. They still succeeded in doing a little business in the export
line. This is up to date. It was 400 and some odd thousand dollars
worth which we still exported this June, although we are talking
about going out of business. This is from the record of the Depart-
ment of Commerce sent out by the Dyes Institute. I have no ob-
jection to exporting all we can; it shows we can compete against
German goods in oter countries, even if we are scared to death here.

Senator SIMMONS. This closiiug down of factories that we have been
hearing so much about and this slumping of price in this country are
not duo to any foreign competition?

Mr. METz. It is due to the fact that our mills were not consuming.
We were all loaded up on olive drab and khaki. I have enough dye
for olive drab and khaki to clothe the armies of the world for the next
10 years which nobody wants to-day. That dye decomposes in time.
We had to have it on hand to keep thie mills going, and when the warstopped-biff.Senator StIMNS.. You were somewhat in the same condition with

the cotton growers in the South?
Mr. METz. Certainly. I am willing to practically give away this

olive drab.
Senator WALSH. You ought to start a propaganda:
Mr. METz. There is enough without that. I do not think it is

Necessary to spring that kind of *stuff on the public. I am in the
military branch myself and hold the rank of colonel still. American
dye makers exported in June four hundred and some thousand
dollars worth, and Japan took two hundred and twenty odd thousand
dollars worth. That does not show that we are going out of business.

Sefiator McCUMBER. We exported that during what period?
Mr. MEITZ. During the month of June of this year. I have a list

here of the colors that France and Italy tre offering to this country.
I have here a letter from England, from Harry Heymann, of Bradford,
under date of May 21, 1921, offering German colors. He says:

I thank you for youreletter of the 10th instant, and beg to ctate in reply that I am in
a favorable position to deal with any inquiries which you may be good enough to
submit to me, either by letter or cable, for all classes of aniline colors of German
origin, and to guarantee all deliveries to be standard European types in maker's
original packages.

I have already been dealing with important inquiries from your country and have
done some very large business..

That is in spite of the embargo in England. There have been
licenses granted right along for colors from England that are not
made here that are being sold below the German prices.

Senator WALSHr. And.were originally bought in Germany?

R -
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Mr. MErz. Certainly, and sold as German goods.
Senator MCCUMBER. Were they not taken as part of the repara-

tion I
Mr. METZ. No, sir. They were bought by the dye consumers, of

England. They sent a commission over to G.ermany and bought up
a two-years supply, and I was told that the reason they put an
embargo on was to protect those people who had those dyes. England
can take off an embargo to-morrow the same as she puts it on by an
order in council. We can not do that; we have to come to Congress.

Senator SMOOT. How are the prices offered by England I
Mr. Mrz. I am coming to that. I have taken the German cost

price of goods. I have taken from the records goods that we are
making here, the German mark -price and the German selling price.
I cabled for prices, asking for the export price and the German mark
price. We formerly paid duty on'the German mark price, which was
much less than the price we paid in dollars. That was not fair and
has been overcome in the emergency tariff. I find that the average
cost price abroad on the average color is one and one-half times over
the prewar pric(- of the cost of manufacture. If you will get the
reparation h~t, yoli will find, if you multiply by four, the amount of

-m each color they made. In that list is given the minimum price, their
cost price, practically.

Senator SMOOT. What I wanted to get at was this: If England
has bought a two year's supply of dyes from Germany, and France
has the reparation dyes on h and, and Italy has them, and they are
offering them in this country, if they are offering them at a price, say,
half of what the American prico is, the manufacturer will want an
embargo against those goods. What are the prices that they areoffering;?Air. o nTZ. Goods that are made here can not come in at present.

On the goods that are coming in the prices are, under the present
tariff, lower; bqt the German price for manufacturing, given in the
reparation list, compared with my prewar prices is one-and-a-half
times, figured at the old rate for rparks. In other words, converted
into dollars, the price to-day of making is one-and-a-half times.
greater than it was before the war. Here it w.uld be about 75 cents
against $1.25. If we take the cheapest colors-and the bulk of them
will never be brought in again anyway-and put on a specific duty
of 10 cents a pound and. 35 per cent ad valorem, it is an embargo.
If you take the Americ-ni valuation to-day, the price at which they
are sold here, and put on a duty on that basis, or take the Moses
amendment,-it is absolutely an embargo for everything made in this
country. The specific rate can be increased as the value of the color
increases.

Senator SMOOT. The manufacturers or users of dyestuffs are not
complaining so much about the rate of duty put on the goods as they
are'complaining about the embargo itself I

Mr. METZ. Absolutely.
Senator WALSH. Do I understand the witness to ssy that not-

withstanding the American valuation plan in this bill it amo,,nts to
an embargo on all goods as well as dyes?

Mr. M'rz. I should think the American valuation as such would
be very hard to administer, but it can be administered in the chemical
line, because we know what the prices are.

I U p
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Senator WALsH. It is an embargo I
Mr. m. It is an embargo on goods made here.
Senator SMoo. Providing that the rate is as high as you have

stated.
Mr. METZ. Yes.
Senator SmooT. It is not an embargo in itself, but it can be made

an embargo by having the ad valorem rate high enough ?
Mr. METz. Yes; but it will be practically an embargo on what we

are making here now because they are within reach of a reasonable
price.

There is another point I wish to make and that is on the subject
of the license system. The Amoskeag manufacturers put out a
certain blue. It was a German color. They wanted 20,000 pounds
of this particular blue. Our manufacturers have to make up_ goods
for the full season. They ordered 20,000 pounds of this stuff. By
the time it got here the season was ended. I bad to pay for the stuff
on the other side before it was shipped. We are trying to peddle
that stuff out to other mills.

Senator WALsn. The Amoskeag Mills are very much opposed to
the embargo I

Mr. Mrz. All the big mills are opposed to it.
Senator WALsu. The textile industry is against the embargo?
Mr. METz. Yes, sir; they are against it.
Senator WALSii. That is because there are certain colors that they

need that are not produced in America ?
Mr. MBTz. Yes. Mr. Waters spoke yesterday of colors that he

used. Well, he is in a very limited line. His colors are made here
and he can get them. Other mills want colors for fancy shirtings
and sunproof and laundry goods.

We had a request for rhodamine 6-G, which is a color used very
generally by print-goods mills down East. The War Trade Board
wrote the mill that they could get information from the Dye Institute
where to buy the goods here. A man with a little plant said, "My
price is $55 a pound, and I am going to make you people pay for what
I have lost." The price was about $6.50 on imported goods at the
time and this so-caled American plant wanted $55. The import
license was finally granted. Those goods have since come into the
market at about $10,. which is reasonable.

Senator MQCUMBER. Did I understand you to say, Mr. Metz, that
the Moses amendment, in your opinion, would constitute an embargo
on dyestuffs?

Mr. MEz. It will constitute an embargo on things made here.
The moment you apply duties under the Moses amendmentyou will
keep out practically everything made in this country. But it is
better than an embargo, no matter how high it is, because it gives
people a chance to get whatever they want if they are willing to pay
a high enough price for it. You can not bring them in at prices to
compete with American stuff.

Senator CALDER. Except the things that are not made here.
Mr. ME:Tz. There is a point that I did not touch on in respect to

salvarsan. To-day this is the result: It is being smuggled in by
sailors, stewards, and others and peddled among the doctors who
get high prices for it. If it were done openly there would be no
trouble. -But if the stuff sold very often is not salvarsan, it is
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positively deadly. It ig smuggled in from Hamburg, where peddlers
sell it as narcotics on the dockE. Sometimes it gets in through the
trunks of passengers, and the Government loses the duty besides.

Senator WALSH. Mr. Chairman, it is now 12 o'clock and the Senate
is about to meet. This witness seems to be very well informed on
this subject, and I think when we adjourn we ought to invite him
to come back and resume his statement.

The CHa&xuw. It will be impossible to hold a meeting of the
committee this afternoon. The committee regrets very much not
being able to accommodate to-day the gentlemen who are here to
be heard. This unanimous-consent agreement still continues on the
floor of the Senate and there will be rol calls every 10 or 20 minutes
making it absolutely necessary for the committee to adjourn until
to-morrow at 10.30.

Mr. Mra. Then I will return to-morrow morning.
Senator SUTRLAND. Before we adjourn, Mr. Chairman, Mr.

Silver, who is present, desires to fie some papers.
The C AfRui. There are at least 10 gentlemen who.want to be

heard and file papers. We would be kept here an hour or more
receiving them. The supposition Is that every gentleman who files a
paper ought to permit himself to be examinedfif need be. Merely
-coming up and filing a paper is a pracdine tUit th.e committee really
frowns upon.

Senator SUTHERLAND. Mr. Silver will come bt'ck at any time,
The CH uAN. Then, Mr. Silver, suppose you come in to-morrow

and file your paper. Tho committee may want to ask you some
questions about it.

(Thereupon, at 12 o'clock noon, the committee adjourned to meet
Friday, August 5, 1921, at 10.30 o'clock a. m.)

Friday, August 5, 1921.

The committee met, pursuant to adjournment, in room 312, Senate
-Office Building, at 10.80 o'clock a. m., Hon. Boies Penrose presiding.

Present: Senators Penrose (chairman), McCumber Smoot, La Fol-
lette, Watson, McLean, Calder, Simmons, and Sutherland.

The CHAMMAN. The committee will come to order. Mr. Metz
was addressing the committee at the time of adjournment yesterday.
He is to conclude his remarks this morning. Is Mr. Metz here?
[After a pause.] Mr. Metz does not seem to be here. •

Mr. Choate is here and will kindly address the committee at this
time.

Mr. CHOATE. Has Mr. Metz finished?
The CHAIRMAN. Mr. Metz is not here.
Mr. CHOATE. I want to say just a few words. I shall take about

five minutes of your time.
The CHAIRMAN. If you do not wish to go on now we will go ahead

with some of these other witnesses.
Mr. CHOATE. I think I might as well go on now.
The Cz IMMAN. I wish to say this morning that it is very im-

1portant for the witnesses whose names appear on this schedule to
remember that they use, during the course of their remarks, a great
many technical phrases with which the stenographers are not familiar
and which are naturally difficult to understand. Therefore, I sug-
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gost that the witnesses speak slowly and audibly at all times., that
the stenographers can take their testimony. I hope that it is fully
understood by everyone, now and hereafter, who appears before the
committee, that the committee is extremely anxious to have the pro-
ceedings accurately reported in the language of the witnesses, and
with that end in view all witnesses appearing before the committee
may correct their manuscripts so that every gentleman who is willing
to take the trouble to go to the clerk to the committee may get his
manuscript and correct the proof. He may have all the time he
wants. The committee will hold the final print as long as possible, in
order that these very important, instructive and interesting pro-
ceedin;gs may be embodied in permanent and accurate form. The
committee hopes it will have the cooperation of the witnesses and the
taxpayers in this matter.

Now, Mr. Choate, will you proceed?

STATEMENT OF JOSEPH H. OHOATE, JR., REPRESENTING TIM
AMERICAN DYES INSTITUTE.

Mr. (CHOATE. To save the time of the com'mittee-
The CHAIRMAN (interposing). You submit a briefI
Mr. CHoAT. Yes, sir.
The CHAIRMAN. Do you desire to have this brief printed?
Mr. CHOATE. As to that I suppose it ought to form a part of the

record because it is the only comprehensive statement to be made on
our side of the case.

The CHAIRMAN. Does this cover testimony given at the last hear-
in a?

11r. CHOATE. It covers testimony given at the last hearing and new
matter which we desire to present now.

The CJIAIRsrAN. In your opinion, it is of such character that it
should be reprinted in this record?

Mr. CHOATE. I think it should.
The CHAirMAN. The stenographer will embody it in the record at

this point.

3R1E OF JOsEPH H. OHOATI, JR., REPRESENTING THE AXZROAX DYES
INSTITUTE.

ADEQUATE PROTECTION TO THE AMERICAN OOAL-T AR ChIEMICAL INDUSTRY.

THE SITUATION.

The tariff bill as passed by the House leaves the coal-tar chemical Industry
without any substantial protection. The duties Imposed of 7 cents a pound and
30 per cent on Intermediates and 7 cents a pound and 85 per cent on dyes and
finished products are conceded to be utterly incapable of enabling our new
industry to compete with the Germans.

The bill as reported by the Ways and Means Committee contained, in addition
to *the duties, provisions Intended to furnish substantial protection. These
excluded altogether for a period of three years all such coal-tar products (other
than crudes) as were made In the United States In proper quantity and quality
and at a fair price. Provisions based on similar principles had been recom-
mended by the Ways and Means Committee, passed by the House, and adopted
by this committee In the last Congress, after hearings at which many hundreds
of pages of testimony were taken and after consideration extending over many
month& The reports of all three committees show that each separately reached
the conclusion that the Industry Is vital to our country and that no less drastie
form of protection would serve. The House, after a debate which could not, In
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the nature of things, cover adequately even the outstanding features of'so
complex a subject, first adopted the special protection paragraphs and then
reversed itself, rejecting them by a vote of only 208 to 193. This adverse
majority included substantially all the Democrats, so that even in the House the
measure commanded the support of two-thirds of the friends of the protective
principle.

We therefore desire to recapitulate the facts which led to the previous
decisions of the committees and to urge that an amendment to the tariff bill be
recommended accordingly-preferably along the lines of the bill reported by
this committee in the last Congress-so as to insure the exclusion from Import
for a substantial period of those coal-tar chemicals which are well and cheaply
made at home.

1. THE PBOTWTON DESmED.

The protection required to sustain the industry, as was offered by ths com-
mittee's amended version of the Longworth bill in the last Congress, is sub-
stantially as follows: The importation (except in bond) of all such inter-
mediates, dyes, drugs, and other coal-tar chemicals as are found by an impartial
body-e. g., the Tariff Commission-to be obtainable in the United States on
reasonable terms as to quality, price, and delivery should be prohibited for a
substantial period. This exclusion, though hitherto recommended by the com-
mittees for not more than three years, should, for reasons which will appear,
extend for at least five. To prevent the Germans from making impossible
by large present imports the production here of new products, the quantity
importable should be limited to a six months' supply for each consumer. The
regulation by which these results are to be attained should be as flexible as
possible and controllable by the body which is charged with their administration.

The rates were, of course, adopted as mere adjuncts to the protective pro-
vnions operating by way of direct exclusion, which have been struck out. If
no direct protection of the selective embargo type is ultimately granted, such
rates are merely derisory. If the more drastic protection be granted but Um-
ited to any such brief period as three years, and the rates be left at the present
figures, the industry will be placed in a peculiarly difficult position. The
main protection having lapsed, they will have to apply for either a renewal or
Increased rates. Judging from past experience either one would be excessively
difficult to obtain, however strong the case presented. The proper reluctance
of Congress to change tariff provisions relating to single industries is well
known, and based on sound principles. It will be ruinous to the dye industry,
however, if low rates are coupled with brief embargo protection.

In practice the plan would work out simply enough. The Tariff Commis-
sion would, after investigation, issue, and from time to time revise, an im-
portable list, enumerating the ,substances, covered by paragraphs 25 and 26,
found not to be adequately manufactured here. These would be freely im-
portable by anyonA up to the limit of a six months' supply, without license,
troublesome formality, or the possibility of discrimination. Any consumer who
could not buy a product at home could import his reasonable requirements of
it; and If the list prove in any way erroneous, could secure its correction with-
out waiting till he needed the goods. The plan of this "selective embargo,"
therefore, contemplates that no consumer shall be prevented from getting what
he needs or seriously delayed in getting it. It encourages Import of all those
things which can be Imported without ill efect on our Industry. By duties
upbn such imports it provides substantial revenues. It Is a temporary measure
adapted to an emergency; and It follows the example of legislation to the same
purpose already adopted, after wide experience, by France, Great Britain,
Italy, and probably Japan, by which our dyes as well as those of the Germans
are, with like limitations, excluded from those countries.

It is urged in opposition to our contention that protection by even a limited
embargo Is unheard of and un-American. In answer, we need only point out
that many Instances of embargoes in existing legislation were cited by Senator
Watson in his speech in the Senate (Cong. Rec., vol. 59, pt. 4, p. 3456) oii
February 25, 1920.

1. WHY .A. NATIVE DYE INDUSTRY IS NECESSAnY.

A complete self-sustaining domestic dye and coal-tar chemical industry is
indispensable to our national prosperity for five compelling reasons:
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(a) $3,000,000,000 worth a year of American goods can not be made with-
out its products.

(b) It alone can keep the Nation abreast of the progress of science In chemi-
cal warfare, and provide and keep available in peace times an Inexhaustible
source of explosives and poison gases needed for national defense,
(c) Without It no real disarmament is possible.
(d) It alone can insure due progress in Industrial chemistry.
(e) It alone can provide both personnel and material needed for the ad.

vancement of scientific srd medical chemistry.
Let us take these propositions seriatim.
(a) Dyea are essential to other manujactures.--The figures submitted by the

Tariff Commission show at a glance the enormous magnitude of the Industries
,which can not be carried on without coal-tar dyes and Intermediates. These
tire indispensable for almost all of the innumerable varieties of textiles as well
as for paints, varnishes, papers, inks, and felts. With the exception of a small
proportion of natural vegetable dyes, all of the dyes used In these Industries
are of coal-tar origin. In addition to these uses, coal-tar products are equally
indispensable to drug manufacturers and are the foundation of the one great
chemical industry of purely American origin-the manufacture of the so-called
condensation products-like bakelite, condensIte, and redamanol. At the out-
break of the war-all these dye-consuming industries were, and for a generation
had been, substantially dependent upon Germany for their supplies of coal-tar
material. The small American production of a few colors was Itself equally
dependent on German supplies, since it was no more than an assembling indus-
try putting the finishing touches on Intermediates made in Germany. Hardly a
tenth of our needs could be filled from any non-German source. The entire
prewar production of Switzerland, the only other considerable dye-exportinq
country, had it all been available to us, would not have supplies half the quan-
tity needed, to say nothing of the necessary variety. Many indispensable col.
ors could be obtained from Germany alune, and only at such prices as her
makers chose to ask.

It is self-evident that in this situation our consuming industries were at the
mercy of the Germans, who were, In most of the lines in question, formidable
competitors. By withholding supplies, by raising prices, or by furnishing In.
ferior colors they could at any moment have dealt us a deadly blow. The need
for such an attack had not yet arisen. Their consuming Industries had not yet
reached the point where they could make a serious bid for any such monopoli-
zation of the world's markets as their dye works had attained. But with a few
years more of peace, the time may well come. Suppose the German textile
makers have 10 years of unimpeded Government-aided progress in export trade.
Suppose that then they or their Government Intentionally and suddenly bring
upon our textile makers a dye famine such as was brought aboat incidentally
and gradually by the outbreak of the war. Where would our textile industry
be in a year's time? How could it meet, under those conditions, unrestricted
German competition? To these questions the Germans well know that there is
but one answer. They recognized it early In the war. On March 13, 1915,
Bernstorff, in a dispatch to his Government, stated the situation precisely.
He said:

"Serial No. 432 of March 18, 1015. It Is reported to me by Hossenfelder,
telegram No. 4, that the stock of dyes In this country Is so small that by a
German embargo about 4,000,000 American workmen might be thrown out of
employment.

"BENSTO1FF."

(b) Only a complete dye industry can 8afcgua'd the national defense.:-The
World War began as a 100 per cent explosive war. It ended as a 55 per cent
poison-gas war. The testimony of Gen. Fries before this committee in the last
Congress shows that at the end of the fighting 55 per cent of all projectiles fired

,contained poison gas. This trend toward chemical warfare showed so constant
and rapid an Increase that it Is as certain as anything can be that future warfare
will be primarily chemical. Facilities for the manufacture of the necessary ma-
terials for the conduct of such warfare are thus absolutely Indlspensible to na-
tional defense.

While it is now universally known that a complete dye works cin be almost
instantly converted into an explosive factory capable of producing unlimited
quantities of almost any high explosive, it Is equally true but less well known
that the same factory can with equal ease be converted to the manufacture of
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poison gases. The report of the British commission which Inspected the great
German dye works ofter the armistice discloses that the Germans made every
ounce of their poison gases, with one trifling exception, in their dye works, with.
out having to change the factories in any substantial particular. The materials,
the apparatus, and the men were there ready to their hand. Their dye chemists
and dye workmen, as part of their regular equipment, had the necessary tech.
nique, which could have been found nowhere else. Accordingly, Germany was
instantly ready, without special preparation to provide itself, overnight, with
all the requisite materials of chemical warfare. No other country had any such
facilities, and accordingly the Germans had a start In the race which was almost
Impossible to overcome.

The provision of the necessary materials is, however, the least important part
of chemical warfare. In it, more than in any other form of hostilities, surprise
Is the vital essential. When the Germans first let loose the flood of chlorine upon
the Canadians at Ypres they were within an ace of final victory, which must
have been won had they realized their success or prepared for it upon an ade-
quate scale. Nothing saved the Allies then but the Instant recognition of the
poison, and the provision within 86 hours of Improvised gas masks. Chlorine was
a simple substance, recognizable by any schoolboy chemist, and neutralizable with
equal ease. The next gas used, however, phosgene, was much more difficult both
to recognize 9nd to counter, and only the possession of considerable chemical
skill and manufacturing facilities enabled the Allies to escape defeat under the
Impact of this new attack. The same situation arose, In more and more acute
form, with the Introduction of each new gas. It was most striking, perhaps, In
the case of natural gas, the great defensive gas of the war. Gen. Frles's testi-
mony shows that it was 11 months after the introduction of this greatest of all
defensive gases before the Allies were able to manufacture any of it for use in
resisting German attacks, and that if we had had 1,000 tons of It in April, 1918,
the great German drive could have been stopped In its tracks. During the 11
months this gas alone was responsible for 800,000 ally casualties. The problem
of its manufacture was originally solved in the little French dye works of the
Usines De RhOne, and was finally perfected at Levensteins dye works in Eng-
land. If the Allies had had possession of a dye industry equal to Germany's or
to that of the United States to-day this problem could have been solved In days
or weeks, and the 11 months' delay and the 300,000 casualties would have been
saved. During this 11 months we worked and spent our tens of millions on the
problem, safely protected by the armies and nav!es of our allies. Next time
that protection may be withdrawn.

It is, however, in the matter of research that the dye industry is capable
of rendering the greatest service to the national defense. The horrible poisons
used In the latest fighting were a mere beginning. Each side had already de-
veloped others much worse, now concealed and held In reserve. To recognize
and offset these will require the very highest chemical skill. Any scientist
working with primitive apparatus in the smallest laboratory may at any mo-
ment happen upon a gas which for a tine at least may furnish an Irresistible
form of attack. The dye chemists are constantly working and experimenting
with eyery possible product likely to furnish such gases. Chlorine and phos-
gene are ordinary materials of dye making, and every known form of poison
gas, every known antidote, and every -known substance used in gas masks is
within the ordinary field of dye research. Dye laboratories thus automatically
keep abreast of the latest scientific knowledge in this field, and the chemists
trained In It are not only more certain than any other scientists to be able to
Identity and counter any new substance which may he Introduced by an enemy
but are also more likely than any other to make the discoveries which have
military value.

There can be no substitute for this function of the dye Industry. The neces-
sary pure scientific knowledge might be provided at large expense by special
Government Institutions, but such knowledge would be utterly useless without
practical manufacturing skill. Many of the poison gases are so deadly that
to make them without killing the maker is *a task of considerable difficulty.
Many others require large practical experience if manufacturing losses are.
to be kept down to a point which makes real quantity production possible. No
conceivable Government institution which could be maintained in time of peace
could provide and keep in existence a manufacturing staff capable of solving
the problems which arise in such manufacture. It Is therefore the literal
truth that only the nation which possesses a complete dye Industry can to-day
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keep abreast of the progress of chemical warfare and place Itself In a position
to resist the chemical attack which may be directed against It by any ade-
quately prepared enemy.

(o) Without it no real disarmament is possibl.-At their first introduction
poison gases were used without the aid of artillery or any other weapon. The
chlorine at Ypres was merely released from compression cylinders and allowed
to drift down wind upon the enemy. Although afterwards most of the poison
gases used were fired in shells from ordinary artillery, the tendency In the
last of the fighting was toward a purely Independent chemical warfare utilizing
no regular military weapon. Projectors had been devised which could be
cheaply made In any tube works and which would put down oceans of gases
wherever desired at ranges up to a mile. This development was only In Its
beginning and its possibilities are almost unexplored. Already, however, it would
enable an otherwise unarmed nation to place In the field a force which could not
possibly be resisted by any opponent not either similar equipped or else armed
to thle teeth with all the resources of modern artillery, air craft, and machine
guns. The Germans still retain intact their colossal chemical industry with
all Its war expansion. If we destroy every gun, rifle, machine gun, and tank
in Germany they can still by chemical means alone offer a formidable attack.
By the same token they can enable the bolsheviki to do the like. So long
us this Is true no nation which could possibly become Involved in hostilities
with (ermany can dream of cutting down its own military power to any
serious extent. We must therefore either be ready for chemical warfare as
only a complete (lye Idustry can make us ready, or abandon any Idea that the
world can safely disarm. In a disarmed world dye-making nations will be
absolutely supreme.

In the present state of the world, all this Is more Important than ever before.
Armuiients are going to be reduced. Expenditures on munitions and on the
means of making munitions are going to be cut far below prewar standards. Yet
even in the days when peace groaned beneath enormous armiaments no nation
could live afforded to maintain In idleness at all times plants capable of pro-
ducing the quantities of explosives or gases needed In this war. Even In those
(lays the inexhaustible reservoir of munitions which her dye factories gave to
Germany was an overpowering advantage. Think what such an advantage
woull mean In an ert of disarmament, when the mainteiaice ini lace of vast
munition plants would be unthinkable. In such a period no nation which
lacked a dye Industry could offer any effective resistance to a sudden onslaught
by a nation which had one. If at this time we deny ourselves a dye Industry
we sow the seeds of war, Invite aggression, and offer a defenseless front to the
rapacious Instincts of the world. If we allow Germany to regain her world
monopoly of dyes we offer her as a free gift capacity for world conquest.

(d) Only a complete native dye industry can insure the progress of industrial
chemistry.-The making of colors is the most complex existing Industry. Over
950 colors, each a different chemical substance, were habitually Imported into
the United States before the war (Norton census . Each dyestuff is produced
by a separate process, usually of many operations. Each operation produces
substances not desired In addillon to those which are sought. These by-products
In large works, are simply Innumerable. The task of ascertaining their natures
and possible uses Is overwhelming. Only a fraction of It has been accomplished.
The rest presents an unbounded field for the research chemist, whose work in
finding uses and outlets for by-products will often determine the success or
failure of the business. Moreover, there Is an incessant demand for new shades,
and for means of adapting old colors to new fabrics and different processes.
Here again the research chemist is Indispensable. The result Is that a com-
plete dye industry provides a livelihood for many times as many research chem-
ists as any other business, and keeps them Incessantly busy acquiring Informa-
tlon which is of use in other Industries. In a country where dyes are made on
a largo scale the university student with a talent for research can look forward
to a real opportunity in that line and can hope to make for himself a real
career. Where there Is no such industry the opportunity Is, by comparison,
infinitesimal. A real dye Industry at the same time stimulates the supply of
research chemists, whQse training makes them available In other Industries, and
pours out a never-endtg flood of scientific Information as to the industrial pos-
sibilities of a vast number of substances and proxsses.
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A limited dye Industry, making only a pArt of the colors demanded by the
consumers, has no such effect. If selected colors only are made. the makers will
choose those which present the fewest problems In the way of the disposition
of unwanted by-products and will devote little work and capital to the develop-
mnent of new products. If, then, we could firmly establish our existing industry,
,without providing for its expansion Into the making of the whole line of needed
,olors we should lose this, one of the chief benefits which the Nation can derive
from the Industry. Research would instantly be reduced to a fraction of Its
present activity. Stagnation would set in.

(e) Only a complete domestic dye and coal tar chemical industry can insure
American pWogrees in scienhlflo and medical chentistr.-The research require-
ments of the dye business are so vast that they far transcend Industrial bounds.
In seeking the solution of the ordinary Industrial problems arising out of poor
yields, defective results, or new requirements, the research chemist of the dye
works is constantly led beyond the existing bounds of recorded scientific knowl-
edge. Often before he can commence the task of solving a particular industrial
puzzle lie is compelled to explore some whole new realm of the chemical world.
As a consequence, the dye chemists are constantly delving Into mines of new
scientific material. Accordingly their equipment, both material and Intellectual,
has to be of the best, so that a great country which makes its own dyes neces-
sarily lins laboratories which, in staff, apparatus, and supplies, surpass any
required in any other branch ef human activity. The workers in these labora-
tories range far and wide over the whole world of organic chemistry, and their
annual contribution of scientific data is of incalculable value.

This Is particularly true in medical chemistry, that marvelous field, of which
the systematic exploration, barely begun, has recently brought forth such mag-
nificent first fruits. For untold centuries the medical profession hs been pour-
ing into the human system drugs of which next to nothing was really known.
Until recently the difficulty of the subject was unknown. Only of- late
years have men of science realized the terrifying complexity of the processes.
of organic chemistry which take place within the human body. No systematic
study of these, or of the effect upon them produced by chemicals, was imaginable
until the world's knowledge of organic chemistry had approached its present
volume. Now the beginnings-postponed perhaps by the immense results of
medical work in the biological field, with its serums and antitoxins-have been
fairly made; and the greatest progress has been made not only with the aid of
the dye laboratories but actually in them. In the laborat6ry of any great
German dye works, before the war, it was a common sight to see dozens of
university chemists, many unconnected with any industry, at work side by side
with the industrial scientists. The facilities of the laboratories could be and
were plt at their disposal by the owners, without loss. Some of the results
were startling. One of these was Salvarsan itself. Ehrlich, its discoverer, con-
vinced that arsenic properly disseminated would kill the germs of the cruelest
scourge of humanity, arrived at a theory that arsenic could be so disseminated
without injury to the body by the use of one of a group of possible compounds
numbering many thousands. There was no way to test this theory except to
experiment with and examine each possible compound. Nowhere except in the
dye laboratories were tbe needful substances and facilities to be found. The
laboratories and research staff of the great Cassella firm were placed at his
disposal, and there the laborious process of elimination was carried out, and
the amazing triumph won.

Indeed medical research is an almost inevitable outgrowth of a complete dye
business. Many of the related products show powerful therapeutic effects and
a number of them have developed into useful remedies. Any number of other
by-products, not yet studied from this point of view, may turn out to be val-
uable. Every such discovery is a direct financial benefit to the business; some,
like "aspirin," are more valuable commercially than any known dye. Again
the technique of the dye laboratories lends itself naturally to the synthesis
from coal-tar materials of remedies ordinarily derived from natural sources.
In this way many valuable medlclnals have been produced at lower cost or of
better quality than was previously possible. A notable example Is .the wildeiy
used substance adrenalin, discovered in th!s country and made here at high
cost from the suprarenal glands of animals. The Germans presently proceeded
to produce it synthetically from coal-tar materials. In general, it is clear that
as a stimulus to medical chemistry there is no substitute for a strong dye in-
dustry.
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][. OUR INDUSTRY, IF SAVED NOW, WILL SUFFICE.

At the outbreak of the war patriotic American business men, realizing the
consequences of a dye famine, threw thenrselves and many millions of capital
Into the breach and saved the situation. Tackling the appalling task of de-
veloping under the burden of war conditions the most complicated known
industry, they accomplished wonders. The manufacture of crudes was so
vastly increased as to place the raw materials on a favorable basis. Most
of the most-needed Intermediates were soon produced and the number of
finished colors constantly Increased. As a result In 1920 the industry produced
nearly all the requirements of the domestic market and exported dyes to the
value of perhaps $22,000,000.

It is most significant, however, as Indicative of our inability to compete
with German dyes that the United States Tariff Commission, in its Census
of Dyes and Coal-Tar Chemicala, 1920, at page 14, states as follows:

"The total exports of ' aniline dyes' in 19M was $22,450,480, which was more
than 100 per cent increase over that of 1919. * * * In the first four months
of 1921 the export of 'aniline dyes' showed a rapid decline, receding from a
value of $943,595 In January to $305,760 in April. This represents a large
decrease from the average monthly export of $1,870,873 In 1920, and was tin-
doubtedly chiefly due to the appearance of German dyes, either directly or
through reexrport of reparation dyes, in the large ex port markets of the world,
such as China, India, and Japan." (Italics ours.)

To-day more than 360 of the nine hundred-odd colors used in 1913 are made
here and many others are in course of production. Production of some of
the most desirable dyes, notably the very fast vat dyes, was delayed by the
German-owned patents, which prevented their manufacture here. These vat
dyes are now being commercially produced in large quantity. Many of the miss-
Ing dyes are used in such small quantities or are so easily replaced by other
satisfactory dyes that their production has necessarily been postponed. It
Is clear, however, that unless progress Is checked the. factories of this country
should produce within five years dyes capable of accomplishing every possible
needed result. Prices are still high, but this while the Industry Is new is
probably inevitable. Inexperience frequently results in producing yields of
only a fraction of wlat they should be. The business In this respect Is bitterly
different from ordinary mechanical manufacturing. A builder of machines, a
maker of textiles, n paper manufacturer buys his raw nmterials knowing that
he will produce from them in finished goods nearly 100 por cent of the ,)ossible
product. Even pieces spoiled in manufacture are often, as In the steel business,
as useful as ever in the capacity of raw material. In dye making, however,
the situation is utterly different. In each step of the complicated procmes
used chemical reactions take place which destroy the original raw material.
replacing them with others, only a few of which are desired. Consequently, thb,
consecutive losses multiply. The proportions of the desired products obtaine,!
at each successive step vary enormously with the conditions and with the
details of the methods used. Half a dozen slight variations of process-
tricks of the trade-may change the yield from 10 per cent of the capacity
of the raw materials to 60 or 80 per cent. In one case, testified to by Mr.
Klipstein before this committee, his yield, which after many months of exp~rl-
meat had remained obstinately at 10 per cent, was increased overnight to 90
per cent by merely slowing down the mixing paddles In one vat from 65 revwlu-
tians n minute to 60. The Germans in 40 years of work forced their yields
up to very high figures, but thelr's also began low. Our makers can do the
.nme, but the knowledge of how to do it Is not to be found in tile bookf. It
can be gained only by experiment, and if the Nation wants such knowledge it
must give the makers time In which to gain the needed experience.

In the statistics submitted by the Tariff Corniission will be found figures In-
dicating the present magnitude of our new American Industry. These demon-
striate. wc submit, that it Is worth saving.

IV. WIY THE INDUSTRY NEEDS AND DESERVES HELP.

It deserves help because the large Investment now locked up in its plants
rieprei-ents a bold and patriotic effort by many citizens to meet a national emer-
gency.. As will appear, the risk they took was so obvious and so great that
many of them must have been actuated more by patriotism than by hope of
gain, It also deserves help because, though protected hitherto by the war and
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by the present license system, It has consistently reduced prices during the last
three years.

It needs help because the industry is up against the most formidable and un-
scrupulous opponent and competitor in the commercial world. The German in-
dustry, self-contained, favored by nature with materials as cheap as any, labor.
transportation, and technical service, and aided by the Government, has a start
of 40 years in the race-an incalculable advantage in knowledge and technical
skill. It has always waged ruthless commercial warfare by means of destructive
underselling, full-line forcing, direct bribery, and many other corrupt practices.
Its plants are organized on an enormous scale, several employing (even In 1913)
each as many men as the irgest three American works together have ever em-
ployed and producing such quantities as satisfied the requirements of the
whole world. In November, 1920, one German firm (the Badisehe) employed
30,000 men, or 7,000 more than the largest number ever employed by all our
works. In 1916 this huge Industry, realizing Its danger, consolidated Into a
single gigantic trust, organized avowedly to fight for the recovery of its foreign
markets. The assets of this commercial monstrosity, figured from the last avail-
able Berlin stock quotations, may be fairly valued at over 400,000,000 gold dollars.
It is receiving all the aid the new Government can give it. For example, the
German ministry of Industry has abolished the export duties on aniline and
other coal-tar dyes, alizarin dyes, and artificial Indigo. (See Dyer and Textile
Review, Issue of May 15, 1921.) Again, the German Government has arranged
to refund to German dye exporters the 26 per cent reparation levy exacted by
the British German reparation (recovery) act. (See Chemical Age, Issue of
May 28, 1921.) In November, 1920. the German trust formally complained to
the reparation commission that the failure to withdraw reparation dyes was
Interfering with business by clogging their warehouses. Since the reparation
dyes then constituted but 25 per cent of daily production It Is evident that the
trust's warehouses were nearly full without them, and that accordingl., it has
large stocks,.unsaleable elsewhere, to use in commercial warfare upon our in-
dustry. Unless miracles happen the trust will fight more ruthlessly than ever.
Indeed, it must France, England, and Italy, determined to have their own dye
Industries, have closed their doors to German dyes. An Industry equipped to
supply the world can not be operated to supply only the German market, and
still live. Is it not as certain, then, as anything In human experience, that the
German trust will stick at nothing in Its effort to regain its great American
market, and kill a competitor for the market of the rest of the world? We sub-
mit that It is; and that If the American industry Is left to shift for itself, It
will be "spurlos versenkt."

The fact Is, that the attack has already begun, and begun In a manner which
Illustrates not only the extent to which the Germans will and can go in price
cutting but the merciless extortion which the dye-consuming industries can
expect from them hereafter if our industry be killed. Take, for comparison,
two colors as classified in Norton's Census, Ingido R. B. and Victoria Blue B.
These were both cheap enough before the war, the average import prices for
1918-14 as given by Norton being, respectively, 87h and 81A cents a pound.
In 1920 Indigo R. B. began to be produced In this country. The average import
price for the calendar year 1920 thereupon dropped to 29 cents, or about three-
fourths of the prewar figure. On the other hand, for the Victoria Blue B. which
was not made here In sufficient quantity, the average import price for 1920
rose to $28. This is but one of scores of instances which show that while
German prices on dyes which are also made in America may be on an
average but two or three times the prewar figures, they are multiplied indefi-
nitely when relieved from American competition.

And our industry needs help not only against German aggression. The Swiss
industry is also a grave danger. The Swiss, too, have a start of many years,
and the benefit of a huge accumulation of knowledge. The German commercial
penetration of Switzerland has not ceased. How far Its influence extends no
man knows; but It will be easy for the huge German trust to form an alliance
with its little neighbor; or, failing that, to disguise Its goods as Swiss.

V. WHY NO OTHER BEMEDY WIUTP avE,

Only three other remedies have been suggested-a high tariff, antidumping
laws with a strict corrupt-practice act, and the application of the antitrust law.

The tariff alone will not save our industry, because the German trust is at the
same time too strong and too desperate. Though Its costs, like ours, may have
been Increased by the war, it can still undoubtedly produce far more cheaply
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than we, if only because its superior experience, resulting In vastly greater
yields, enables It to make out of any given quantity of raw materials, and with
any given amount of labor, far more dye than our makers can now obtain. Its
size and compactness of combination-imposslble to our makers under our anti-
trust law-also give It huge advantages. It can and does avoid the Immense
wastes from which we suffer in the way of duplication. Where we waste a
dozen sets of research and plant to produce in as many factories an intermediate
for which the market can support but one or two makers, they confine the work
to one, which gets assistance from all.

Again, the trust's resources (conserved by profitable war work) are enormous.
It well knows that It must regain our market or find other and less profitatle
business for a large part of Its plants. Clearly, then, it Is In a position wheve
It can and must practically give Its goods away for a year or two if thereby
It can kill off domestic competition. No matter what tariff Is imposed, short
of a specific duty equal to the price of domestic goods, the Germuan prices could
be cut as a measure of wise business management low enough to compel our
makers to sell at a loss. Our Industry Is In no position to meet such cor, peti-
tion. It has no such stake In invested capital to be protected at any cost. It
has no such resources to fight with. Its workers have recently been in other
occupations and will not, therefore, as the Germans probably will, stick to an
endangered industry because they have never been in any other and are reluctant
to begin life anew. It can not at this time, or until It has had an opportunity to-
gain experience, beat such an opponent by fair fighting, and it will not adopt
the enemy's methods.

Most Important of all, there is a simple method by which the trust cair
infallibly destroy our Industry by the expenditure of at moat a few millions,
a sum which, regarded as insurance of Its vast Investment, must be deemed
nominal. This Is the method of selective attack by which our makers may be
picked off one by one. The fact Is-and it is obvious to the Germans--that no
one of the American dye makers makes money except on a few dyes, most of
which are not produced in large quantity. The dyes which have been recently
int oduced (a class which includes the great majority) are necessarily made
at a loss, owing to the huge losses resulting from Inexperience and to the ex-
pense of continuing research. The great bulk dyes and almost all the older
products are made by so many companies whose competition hns een so keen
that prices have been forced below the profitable level-in the case of the-
greatest, sulphur black, nearly to prewar figures. Between these extremes
lie the few money-making products, those which by some accident of process.
situation, or market, one-maker makes better or cheaper than others. To kill
off our greatest company at all that would be needed would be to Import nnd
sell at whatever sacrifice was necessary a year or two's supply of its money-
making products. To show hcw small this undertaking would be it Is only
needful to recall that a year's supply of all dyes for the whole country--0,00
tons-makes only three shiploads, and that nearly half this annual consump-
tion consists of two colors, Indigo and sulphur black, each of which is the
subject of the keenest competition among many domestic producers. It would*
not be necessary to attack in this manner more than one or two of our pro.
ducers. If it were once announced that nothing but a tariff stood between them
and the trust, most of our 70 or 80 small companies would go out of business.
forthwith. One or two demonstrations would convince the rest.

It will not do to say that antidumping laws and corrupt practice acts will'
prevent the underselling by which such attacks must be carried on. Once the
dyes are In the country, it will be almost Impossible to follow them. Secret
sales and secret rebates may be made in a thousand ways which can hardly be
detected. The Germans have always been past masters of such tactics.

As applied to so complex an Industry as dye making antidumping laws all
have the same defect-they shut the door after the horse Is stolen. Alt
depend on ascertainment of either foreign costs or foreign prices. Foreign
dye. costs are usually impossible of ascertainment, because almost every dye
Is so Involved with valuable by-products, which are unavoidably produced
In making it, that Its cost Is matter of arbitrary bookkeeping. German dye
prices, in view of the absolute power of the trust, can be manipulated at will.
Worst of all, the comparison with foreign prices can be made Impossible
in a thousand ways by disguising or really altering the product so that the
precise thing sold, having never before been sold anywhere, can have no
market price. It Is easy for the German chemists to turn almost any dye
Into what Is at least apparently if not really a new product by additions or
slight alterations which do no harm. By these methods the effect of any
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possible antidumping law may be avoided. But If thl were impossible such
laws would be too slow to help. They require proof before they can be made
to act, and to get proof out of the German dye works will be the work of years.

Finally, antidumping laws would fail to afford the necessary protection,
because their only effect Is a relatively small increase of duty. This would
merely Increase by a comparatively small amount the cost of the selective
attacks by which our industry could and would be destroyed. No such small
and contingent extra expense could possibly stop or delay the German trust
in its fight for life. If our Industry is to have no better shield than such
legislation It may well be killed bfeore ever the protection becomes available.

The sam may be said of the antitrust law. To prove that particular goods
are the product of the trust can be made Inlinitely difficult, and we can trust
the trust to do it. Till such proof is produced the law will not operate.

V1. THE ILL AS REPORTED TO THEl SENATE Y TIS Co3uMITTEN IN 1D20 As A SUB-
STITUTE FOR H. R. S05 FURNISHES THE NECESSARY PROTECTION WITHOUT
DAMAGING ANYONE.

If continued for a longer period and amended so as to exclude from Import
those dyes not now made here which are of no value except as mere substitutes
for satisfactory domestic products, the plan as embodied In the Finance Com.
mittee's substitute.blll of 1920 will obviously do the work. Carefully admin.
istered, it can certainly save our new industry. The only question, then.
If we assume that the industry ought to he saved, Is, what harm the proposed
legislation could do.

We submit that it can harm no one. Under it every consumer can import
whatever he really needs and can not otherwise get. If his foreign competitors
gain an advantage by getting any particular German dyes he can be given the
same advantage. The system is flexible.

Much was said by the opponents of special protection, particularly when a
license systen like the British was under discussion, to the effect that it
would prevent the textile maker from knowing beforehand what dyes he
could get, and thus cripple his business by making it impossible for him to
send out samples and take orders months beforehand. This committee's sub-
stitute bill, by abandoning the license system, obviated this objection, but the
fear has now been demonstrated to have been baseless. Under the existing
temporary license system now enforced by the Treasury Department the dyes
not obtainable in the United States are procured by the consuming industries,
so that the seasonal sales of goods are proceeding as before the war.

Vni. IF, WE DO NOT ADOPT SOME SUCH DIRECT-E;XCLUSION MEASURE WE SHALL BE LEFT
ALONE TO FIGHT NOT ONLY THE GER34AN TRUST BUT ALSO TIE INDUSTRIES OF
THE ALLIES.

England and France have protected their new industries by stringent license
systems. Italy, after watching the results, has just adopted a similar law.
Each is developing as fast os possible, mostly with the aid of direct Government
subsidies, her own dye Industry. Each now excludes our dyes except as Im-
peratively needed. Each will naturally seek an export market, at the same
time keeping up the bars against our products. Are we, then, to "hold the
tag"? Are we to let in British, French, and Italian dyes, as well as German,
though those natJons keep ours out? That Is an arrangement which seems to
have no legitimate appeal either to the patriotic or the economic sense. We
may not value British, French, and Italian precedent as an example, but we
must value it as a warning.

From every point of view, then, a direct exclusion or selective embargo law
suggests itself as the Inevitable answer to the pending question. It Is the one
safe, certain remedy which will Insure to the country the permanence of the
Industry on which more, perhaps, than on any other single branch of huinan
activity, our economic and scientific progress and our national security depend.

VIuI. REPLY TO OBJECTORS.

Since the hearings before this committee in the last Congress, the main attack
upon the proposed protective measure has taken the form of unmeasured de-
nunciation (unaccompanied by any suggestion of proof) of the American dye
makers as monopolists and members of a trust. It Is submitted that the facts
disclosed In the Tariff Commission's census for 1920 (Tariff Information Series
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No. 23) dispose of this aiccusatiton once for all. These show that whereas
In 1918 we had 4 or 5 dye-making concerns we now have 82, while the makers
of coal tar and organic chemicals, generally, have increased to 171. Among
these there Is no Interlocking of stock ownership, or of directorates, as will be
shown by a statement signed by 00 or more of the smaller makers showing their
entire Independence, and that they bive not encountered any American monop-
oly. The fact that competition is keen anl earnest is demonstrated by the tables
appearing at page 33 of the census above referred to. These show that 92 per
cent of the American dye production in 1920 consisted of dyes made by three or
more firms, while more than 50 per cent of the production consisted of 35 colors,
each of which was made by seven or more firms. No trust or monopoly outside
of Bedlam exercising any control over an Industry ever permitted or would
permit such competitive duplication as that. The whole cry of an American
monopoly is pure myth, the last desperate resort of those who realize that in
fair argument their case is hopelessly weak.

At the hearings before the committees of the last Congress every witness
who appeared in opposition to the bill was apparently In agreement on two
propositions: First, that the dye indii.txy ought to be protected; second, that
any Increase in the cost of dyes which might be occasioned by such protection
would be of no consequence ts, anyone, because the cost of dyestuffs forms so
small a proportion of the cost of finished goods. The opponents were also sub-
stantially unanimous in asserting that even the then American production of
dyes was entirely satisfactory for the bulk of their requirements and that they
needed only a comparatively small number of dyes for special purposes and
needed these only to meet the competition of foreign goods which might there-
after come into the country dyed with dyes not then obtainable in the United
States. Since the hearings the number of itupoyted dyes needed has been ma-
terially reduced by the introduction of new domestic products, including several
of the important vat dyes which were then the missing colors most urgentJy
-needed. Except the importers, no one appears to have suggested that the ex-
clusion from import, for a time, of all those dyes now made here In perfectly
satisfactory quality and quantity would injure the business of any consumer.
The argument of the objectors was devoted to two propositions: First, that a
high" tariff would furnish all protection needed, and, second, that any additional
protection was dangerous to the consuming Industries. For the convenience of
the committee we may summarize these arguments and our replies as follows:

1. As to thc sufflclenc of protection by tariff.-The opponents of the various
direct-exclusion measures assert:

(a) That in the manufacture of the dyes which constitute 80 per cent of the
present American production our manufacture is so far advanced that a tariff
wouki protect.

The testimony before this committee shows that this is wholly untrue, because
the manufacture of the well-established dyes can not in many cases be profitably
carried on unless other dyes produced as by-products can be disposed of to
advantage. No witness who had any familiarity with the manufacture of dyes
gave any support to the proposition. The Idea that a tariff would protect most
American dyes is based on the rapid reduction In price of certain bulk American
products which has taken place. This, however, has been brought about by
domestic competition. It Is reasoned by the objectors, nevertheless, that be-
cause sulphur black, for Instance, Is sold at prices with which the Germans
would probably find it comparatively unprofitable to compete, this product could
be protected by a duty. The fact is, however, that sulphur black is cheap
because of a large competitive domestic production which has resulted in sales
below the costs of some manufacturers. The fact is that no American dye maker
could sell any of the bulk products in question at anything approaching his pres-
ent prices if he were not able also to sell at higher prices other products the
production of which is facilitated by the manufacture of the bulk products.
The dye industry, In fact, Is single, and can not be treated as if it were a
collection of separate industries, one for each product manufactured. The
products are hopelessly interlocked. It the makers' market for even a few
products be-cut off it will inevitably render impossible the economical manufac-
ture of many others. A tariff, therefore, apparently capable of equalizing the
i'resent American and German prices for many products would utterly fall be-
cause the withdrawal of a market for other products not capable of protection
by such duties would make Impossible the production at present costs of the
products in which the greatest nianfncturlig ali'ncee has been effected.

I I
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More important than all this, however, is the certainty that a tariff could
not possibly protect the products new to American production which are Just
coming on the market, and those which will later follow In natural sequence.
Unless we develop these dyes now lacking in our American manufacture our
industry will not only be stagnant and lifeless but will lose its chief value to the
country. A stationary Industry requires little research, and one which can not
fill all the wants of the consumer is at the mercy of any foreign Industry which
can,

(b) That until now our dye makers always said a moderate tarf would
protect their industry and that those who said this do not now deny it.

The statements referred to were made before congressional committees, in the
1916 and earlier tariff hearings, by dye makers who knew nothing of a real
dye manufacturing industry but only understood the small assembling indus-
try which was all we had In this country up to 1915. Moreover, is it not
true that none of the manufacturers who formerly said a tariff would do the
work have since denied It? Dr. Jayne and Dr. Matthews, two members of the
1916 committee, appeared before the House committee In favor of this bill and
they only refrained from testifying before the Senate committee in deference
to the chairman's request that testimony be not duplicated.

(o) That since the dye makers told the 1916 committee thpt a tariff would
do, the changes In the situation have been favorable to the American and
unfavorable to the German Industry.

One change unfavorable to the American dye industry has taken place, the
importance of which outweighs all other variations in the situation, The
formation of the single German trust, and the doubling of its capital, by the
sale for cash, of new stock, have produced an enemy to the American Industry
more formidable than any which confronted it, and the desperate plight to
which this gigantic German kartel has been driven by the adoption of the
license plan In Great Britain, France, and Italy makes certain a ferocity of
competition which the American industry In 1916 could never have foreseen.

(d) That American dye makers have metle largo profits and that, therefore,
they are In a position to survive.

Under the total embargo brought about by the war, only a few companies
have made profits at all, and such were going concerns in 1914 and were able
to begin real manufacture at any early date. These, by risking large capital
Investments, which would have been worthless had the war ended abruptly,
were able to supply the bulk needs of the simpler colors and thus save the
consuming Industries of the United States. It may be true that they have been
able already to write off the greater part of their plant expenditure. This,
however, Is necessarily normal practice for concerns engaged in dye making.
The obsolescence of plant Is so rapid, and rebuilding is so frequently required,
that unless a plant can te written off or at least written down with reasonable
promptness, the business can not be established on a sound basis.

(e) That our exports of dyes show that our industry Is beyond the Infant
stage.

These exports show only the universal shortage of such products in the whole
world outside of Germany. We have been the only country which, during the
war, has had time and money to devote to this industry. The rest of the world
which had to have dyes could find no surplus of any non-German dyo any-
,where except in the United States. Unfortunately, however, these exports have
now, with the revival of German export, taken an abrupt and ominous drop,
as heretofore shown by the report of the Tariff Commission.

(t) That In addition to tariff the industry has or will have other forms of
protection:

(1) The Chemical Foundation: The protection offered by the Chemical
Foundation's patents Is purely future and doubtful at that. Less than 10
per cent of the dyes Imported before 1914 were covered by the patents. These
patents are expiring rapidly, so that only a fraction of those covered in 1914
are still covered. Moreover, ownership of the patents will not prevent importa-
tion. It will merely give a right to collect royalties after the imported patented
artlc'es are sold in this country. With this very limited protection the native
Industry, unless saved by legislation, will be destroyed.

(2) Reparation commission: It is constantly asserted that the reparation
commission under the Versailles treaty controls the situation and protects the
American industry, yet all that the reparation commission controls Is 50 per
cent of the stock of German dyes available when the treaty became effective
(long since distributed) and 25 per cent of new production daring five years.
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The remaining 75 per cent of the present German production are absolutely free
and can be used by the Germans as they see fit. The reparation dyes will
perhaps take care of the real needs of other countries and most of ours; the
balance, except the small fraction needed for Germany (perhaps 10 per cent
of her normal production ), is available for commercial warfare.

2. A# to the alleged dangers of the proposed specal proteclion.-Its opponents
condemn the plan because-

(a) It Is said the commission could not determine whether the quality of
American dyes was good enough without proceedings amounting to a. litigation.

The difficulty of this question is enormously exaggerated. Each dye (except
mixtures) is a definite chemical substance-as definite as common table salt.
This is true, although the eiact chemical constitution of some as not precisely
known. The maker eltb r success in producing this particular substance or
he does not If he produces it and turns it out In reasonable purity and proper
strength, it can not help doing the same work as the same substance produced
anywhere by anyone. Accordingly, If a given dye is really produced here it
can not help fulfilling every purpose which the similar German dye can fulfill.
The question as to whether the American dye is good enough is thus not an
ordinary question "f quality, largely matter of opinion, but a question of
Identity or purity. The Tariff Commission as a practical matter would only
have to ascertain whether the American dye was the same substance as its
German prototype and whether it was equally pure. These are questions of
fact for a chemist leaving little room for argument.

(b) It is said that the plan forms a bad precedent for future legislation
designed to protect American industries.

The purpose of the Congress is certainly to protect adequately the Amterican
organic chemical industry, of overwhelming national importance us it is.
Much as we may dislike to exhibit our national shortcomings in trade or in
industry, we have no complete organic chemical Industry in the United States,.
and are Just beginning to develop one. That such an industry is absolutely
necessary and Is.confronted with most dangerous foreign competition all seem
to admit. The fact Is no other substantial industry is so young in America.
In 1914 there were not 10 completely traintel organic chemists in the country
and not 500 workmen or foremen who could perform the simplest opera-
tions in an industry of such infinite complicatlobs as the organic chem-
ical industry. Experience and education and not money alone can overcome
these deficiencies. With the complex nature of production in the organic
chemical industry and the ability of the foreign manufacturer to distribute
his extremely low costs over a range of products not yet manufactured in
America it is easy to see that tariff rates lone will not keep the great German
monopoly from destructive competition with our products. To-day our industry
is slowly building up, and with such beneficial, legislation as may be devised for
Its protection must do battle with foreign competition. Such an extraordinary
condition requires an extraordinary form of protection.

(0) It Is said that the consumers will be seriously injured if British and
French goods dyed with German dyes come in while the makers of our goods
can not get them. '

Of course they would; but the whole theory of the proposed measures Is to
permit-indeed, compel-the admission of every German dye which excels the
native product. The danger is therefore remote. The fear, however, proceeds
on the curious assumption that the Tariff Commission in administering the
plan would not do its duty. If, as commanded by each of the three measures
which have been reported out, it makes admissible everything unobtainable In
this countr> In proper quality, etc., the danger can never arise. If ths plan is
an impediment at all, It is one from which the British and French textile
makers will suffer also, and they are more dependent upon specialities requiring
particular high-grade colors than are we, and their' legislation compels them
to rely chiefly on their domestic dye industries, which are far less advanced
than ours.

It must be noted that the fear of German textiles dyed with German dyes
Is no argument against the measures. Under her reparation burden Germany
must export to live. Her textile industry is capable of many times as large
exports as can possibly be made of dyes. If any particular German dyes can
give German textiles such a superiority as to enable them to outsell our goods
in any market-here or abroad-we shall never get an ounce of those dyes,
whatever our legislation.

When all detailed arguments are made and answered, however, the commit.
tee, we believe, will find Itself driven back to first principles. With the testi-

415



416 . TARIFF HEARINGS.

mony and documents before it, it Is in better position than either dye makers
or textile makers to decide what Is good for the country and for them. The
considerations which should govern the final decision are. we submit, these:

First. Now, and now only, con we secure a real dye industry. While the
Germans retain their present advantages, and the power and necessities of the
great trust compel that attack which we deem Inevitable, their commercial
warfare will instantly kill our industry unless whatever protection Is provided
Is truly efficient. Once killed It could never be revived. If It be not saved now
and promoted as well as protected, American capital will never again go Into
It, and a world monopoly will be handed back to Germany for all time. The
fact that we can now, through the reparation commission, force delivery of
such German dyes as are really essential, maices this the psychological moment.
At any time when the Kartel can exercise pressure.by refusing supplies of
necessary dye*f it can, until our Industry is complete, and able to supply or
replace those dyes, destroy It at once.

Second. Since It Is certain that there will never be another opportunity to
provide the United States with a real dye industry, It Is the duty of Con-
gress, if it believes such an industry to be essential, to take no chances. The
stake is too great for any gamble; and to adopt any method of protection with
doubt as to Its efficacy is to gamble with an interest vital to the whole country.
According to the overwhelming weight of the testimony, we submit, no tariff
practically enactable can furnish the protection needed. The evidence of the
opponents of the bill, even taken alone, would only show that a high enough
tariff might protect. They urge adoption of a method which even they can
not deny to be of doubtful efficacy. In this matter, then, the counry Is like a
man walking on a railroad track, who, as he comes near a trestle, sees a train
coming. He thinks the train Is probably not coming fast enough to catch
him before he gets over that part of the trestle which offers no place of safety,
-but If he has any wisdom at all he will not stake his life on his guess.. He
will take the safety path provided for him beside the trestle, so that no
matter whether he has guessed right or wrong he will pass on unharmed.

Third. Only the complete protection and efficient promotion of our dye indus-
try can insure the safety of the textile makers themselves. As long as the Ger-
man Industry is In one single hand, and that hand at the disposal of its Gov-
ernment, It can and will be used to further any national ambition. In 1915
Germany sought by an embargo to starve our textile men into forcing our Gov-
ernment to take a hostile attitude toward Great Britain. The plot nearly suc-
ceeded. It failed chiefly because, having no foreign competition during the
war, our dye consumers never felt the full pressure Intended. What was done
in 1915 to force the hand of Britain can be done at any time unless we have
a dye Industry to destroy our textile industries for the benefit of their Ger-
man competitors. See how the "mere possibility of being delayed in getting
a few relatively unimportant colors which competitors may have, alarms the
textile makers. The German agents have had only to suggest such a possi-
bility to create opposition to tariff bills In the past and to the various special
protection bills In the present. Only the existence of our dye Industry to-day
stands between our dye-consuming Industries and complete German domina-
tion. The'dye makers of America have saved the business of the dye con-
sumers. If they could not get American dyes our textile men would have to
take German dyes on any terms which might be Imposed; or the Germans might
withohld their best dyes altogether and seek that export trade, which they
must have, In the larger field of textiles. The committee can see this, as per-
haps the manufacturer, with his outlook narrowed by nearness to the diffi-
culties of his task, can not.

Fourth. If capital Is to be attracted Into and kept In the dye Idnustry the
necessary special protection must be assured for a period long enough to per-
mit the development of most of the missing dyes. The testimony leaves no real
doubt that three years is wholly inadequate. Moreover, a longer period need
alarm no one. If the law works, the Industry, stimulated by immediate capi.
tal additions, will expand so fast that nearly all the dyes will be made within
a comparatively short time, In which case few imports will be needed or de-
sired. If It doesn't work, it will create a weight of textile opposition which
will result In prompt repeal.

No matter what Congress does, the textile makers are certain to have-their
supply of dyes subject to some outside control. If Congress does not enact
this or some equally effective selective embargo, they will be subject to license
Issued or withheld at will by one man, the head of the German Dye Trust.
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Except for the reparation commission supplies, which may be wholly Insufficient
on the most Important products, not one ounce of German dye can be bought
by any American without the permission of the German trust. Give them,
by refusing necessary protection, hope of reestablishing German domination of
our markets, and they will use this power relentlessly to further the trust's
purposes. Show them by granting what is needed, that Germany is never again
to be given control, and they will have no motive to refuse any reasonable
offers of purchase.

(The foregoing was submitted by Mr. Joseph H. Choate, jr., repre-
senting the American Dyes Instiiute, of which the following com-
panies are members:)

Aithouse Chemical Co., Reading, Pa.
American Aniline Products (Inc.), 80 Fifth Aveime, New York.
American Vat Color Co., 8223 South Western Boulevard, Chicago.
Atlas Color Works (Inc.), 322 Ninth Street, Brooklyn, N. Y.
Barrett Co., 17 Battery Place, New York.
Butterworth-Judson Corporation, 01 Broadway, New York.
Calco Chemical Co., Bound Brook, N. J.
CertIh,d Chemical Corporation, 240 Plymouth Street, Brooklyn, N. Y.
Chemical Co. of America, 46 Murray Street, New York.
Commonwealth Chemical Corporation, 15 Park Row, New York.
Consolidated Color & Chemical Co., 122 Hudson Street, New York City.
Dicks, David Co. (Inc.), 19 North Moore Street, New York City.
Dow Chemical Co., Midland, Mich.
Du Pont de Nemours & Co., E. I., Wilmington, Del.
Dye Products & Chemical Co., 200 Fifth Avenue, New York City.
Essex Aniline Works (Inc.), 86 Broad Street, Boston, Mass.
Gaskill Chemical Corporation, 157 Spencer Street, Brooklyn, N. Y.
Grassell Chemical Co., Cleveland, Ohio.
Heller & Merz Co., Newark, N. J.
Holland Aniline Co., Holland, Mich.
Holllday-Kemp Co., Woodslde, Long Island, N. Y.
Hydrocarbon Chemical Products Co., Lancaster, Pa.
Koppers Co., Union Arcade, Pittsburgh, Pa.
Merrimac Chemical Co., 148 State Street, Boston, Mai. .
Monsanto Chemical Works, St. Louis, Mo.
Morrill Co., Geo. H., Norwood, Mass.
National Aniline & Chemical Co., 21 Burling Slip, New York City.
Naugatuck Chemical Co., Naugatuck, Conn.
Newport Chemical Works (Inc.), Passailc, N. J.
Peerless Color Co., Bound Brook, N. J.
Sherwin.Williams Co., Cleveland, Ohio.
Tower Manufacturing Co., 326 Broadway, New York.
Transatlantic Chemical Corporation, Linden, N. J.
United States Color & Chemical Co., 03 Broad Street, Boston, Mass.

(Companies which are not members of the American Dyes Insti-
tute and which are represented by Mr. Choate include the following:)

Amalgamated Dyestuff & Chemical Works, Newark, N. J.
Beaver Manufacturing Co., Ballardsvale, Mass.
Croton Color & Chemical Co., New York, N. Y.
Campbell & Co., John, New York, N. Y.
Noll Chemical & Color Co., New York, N. Y.
Raritan Aniline Works, Brunswick, N. J.
Republic Color & Chemical Works, Reading, Pa.
Seydel Manufacturing Co., Jersey City, N. J.
Mr. CHOATE. It is our understanding that this brief is concurred

in by others with whom we have not ad an opportunity to get in
touch directly, and that I should present their views briefly to the
committee this morning.

I wish at the beginning of my remarks to say a few words with
reference to the testimony of Mr. Metz given yesterday.
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Mr. Metz presents matters in such an attractive manner, with such
a flood of words and such evident knowledge, that the impression
which he makes at the time one hears him is always very striking,
but it was surprising to me, on reading his testimony last night, to
find how little had actually been said that bore upon the question at
issue. I think it is fairly accurate to say that once his testimony is
analyzed there is nothing left except the statement of his opinion.

He says that the American industry can be protected by a tariff
because, in the first place, certain plants have already been amor.
tized as the result of the profits made in this business.

When you heard that statement you probably thought it referred
-to all the plants. However, when you read it you find it refers only
to those few that were practically in his own situation.

Mr. Metz was one of the four manufacturers before the war. Of
course, they did have a magnificent opportunity. The dye famine
during the early part of the war may well have enabled them to
make profits which were large enough to write off their plants.
However, that ha& no relation to those who built new plants to
make difficult dyes during the last four years. They have had no
opportunity to make large profits, because the products have been
new and their expenses have been enormous, and they have had to
build their plants and to carry on their research work at a time
when the cost of everything was enormously high.

Other manufacturers will testify before you and will givo you
their first-hand knowledge of the conditioi of the dye industry
in this respect.

I believe that my statement will not be challenged when I say
to you that, except for those who made dyes before the wa:r, no
dye maker in this country has had a chance to amortize anything.

Mr. Metz says that the dyes not yet made in this country, and par-
ticularly some of the vat dyes, will never be made in this country.
because there is not a sufficient supply of anthracene. The Tariff
Commission census for 1920 takes care of that. In their report of
1920 you will find the fact stated that a shortage of anthracene had
become relatively unimportant, because it is used chiefly in making
the intermediate anthraquinone, which is now made synthetically-
in fact by more than one process--from other substances.

Mr. getz gave no figures anywhere as to the manufacture of dyes
which would support his contention that the industry can survive in

"this country when protected only by an ordinary tariff. He laid
great stress, however, upon the manufacture of salvarsan. As to
that, I would like to have the committee remember that he told you
that salvarsan was a product in making which no by-products were
produced. That sort of manufacture in relatively simple when com-
pared with the enormous complications of dye makng, involving a
great many by-products, which are really the key to the situation.

Mr. Metz has had five or six years in the manufacture of his spe-
cialty, to which he has devoted not only large sums of money for
plants, but an immense previous experience.

It has also appeared ui earlier investigations that at one time he
sent a brother abroad to get experience and advice from Germany,
so that his success with his particular product forms no basis for
reasoning in regard to the possibilities in the manufacture of dyes.
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It is true that he did reduce the price from $2.25 to 27 cents. That
shows the remarkable effect of the competition to which he was sub-
jected, and it also shows that the prewar price in our market of a
commodity on which the Germans had a monopoly was probably
excessive.

Mr. Metz says that dye plants are no more fitted for the manufac-
ture of explosives than are breweries. Notice that he does not say
that they are not fitted for making poison gas. He does not attempt to
contradict Gen. Fries on that. He says the only dye plants good for
war purposes are those which include nitrating plants. All con.
siderable dye plants have nitrating plants, and a very large propor-
tion of the dyes that are made require nitrating sooner or later.
He says there are only eight plants in the country that nitrate. In
that connection permit me to say that one of the witnesses to be heard
later will show the existence of at least 13 ]lants which nitrate.

Mr. Metz says, "I am not afraid of the Germans."
Senator MVCuMDER. He says what?
Mr. CHOATE. He says he is not afraid of the Germans. Why

should he be? Just before that he had said, "I am a representative
of the great Hoechet concern.

Mr. im. I said that I represented them. I said that I was not
a representative of anyone to-day.

M r. CHOATE. "I represent" was the phrase you used.
Mr. MEmz. I beg your pardon; I said'I did represent.
Mr. CHOATE. Mel, it is hardly worth discussing; but I think I am

right.
At all events, Mr. Metz will not contradict me when I say that he is

now advertising their product on a considerable scale.
Mr. MErz. I am advertising only such-
Mr. CHOATE (interposing). You are inserting full-page ads that

carry the suggestion that the product of the German trust can be
bought through you.

Mr. M -z. Certainly and I am glad of the chance.
Mr. CHOATE. Now, then, he tells you in one breath that the Ger-

mans are not making dyes and that the market is liable to be flooded
at any moment by the German reparation dyes coming from Eng-
land, France, and even--

Senator SrooT. Did he say they were not making any dyes?
Mr. CHOATE. That is an exaggeration, Senator. He says "they

have not got the dyes." As to that question, he is contradicted by
the figures.

Senator WATSON. That they had converted the dye industry into
other things.

Mr. CHOATE. As to their production they are required by the
oraty, under the reparation clause, to deliver 25 per cent of the dyes
which they make--of their daily production I mean-to the Allies
.Therlis no check on this report. There is no way to find out whether
they- are telling the truth or not. They have an enormous interest
in not telling the truth, and from what we know of the Germans we
arejustified in believing that they would not tell the truth under such
conditions.

They are not required to report intermediates at all, so that at any
moment the situation may be that they have piled up great quanti-

81 527-22---D F.----
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ties of intermediates that are almost dyes and are ready to flood the
market with dyes thus produced.

The Tariff Commission's report will show that in 1920-and during
the first part of that year they manufactured very little-they made
103,000,000 pounds of dyes.

Now, as to the question of what they have got on hand, I have
said that I can give you first-hand information. I was in Paris work-
ing with the Reparations Commission in November, 1920. The Ger-
man trusts made an official complaint to the Reparations Commission,
which you will find in their files, to the effect that the Allies were not
taking away the reparation dyes and that as a consequence their
warehouses were clogged with goods.

Of course, the gentlemen know that since November and De&'em-
ber, 1920, the dye business has been pretty slack; that there has been
remarkably little opportunity to sell dyes; and you know as well
that since that time the English embargo has gone into effect. Ac-
cordingly, it is as sure as anything can be that if the warehouses
were clogged with dyes in November and December, they are clogged
now, and if they are clogged it means that they have large sup plies
which they can not sell, and that if they can not sell them they have
dyes that they can give away.

Senator Siroor. Do you mean to say that Gerniany produced only
103 000 000 pounds of dyes during the year?

Mr. 6HOATE. They admit no more than 103,000,000 pounds.- That
is the statement they made to the Reparations Commassion.

Senator S3oor. That is only 51,500 tons.
Mr. CHOATE. Yes; that is about two-fifths of the usual prodution.
Senator SMooT. They were producing just befoi, the war broke

out about 150,000 tons.
Mr. CHOATE. One hundred and fifty thousand tons, perhaps.
Senator S~ioo'. They exported 135,000 tons of coal-tar dyes alone
Mr. CHOATE. Of course, Senator Smoot, we must remember that the

production in the early part of 1920 was very small.
Now, a word as to the situation of those German works. In Novem-

ber, 1920, Capt. Norris, the head of the dye section of the Repara-
tions Commission, who happens to be an American. made a trip to
the German dye works and inspected them. The Badische works,
which -before the war were about the largest, and which before the
war employed 11,000 men, employed in 1919, at the time they adver-
tised the fact in order to secure new capital, 16,000 men.

The chief director of the Badische Co. in November, 1920, told
Capt. Norris. who reported it to the commission immediately after-
wards, that they were then employing 30,000 men outside of the air
nitrogen works; which is one of their main undertakings.

Mr. Jacoby, a representative of the State Department, went to
the German factories in March, 1921. and made the same repor$. He
also inspected their factories and found them very active.

Senator CALDER. Does your information indicate that theiy were
manufacturing dyes?

Mr. CHOATE. Ves; I am coming to that.
Senator Srito.. Were you there in 1920?
Mr. CHOA E. In France in the autumn of 1920-October, Novem-

ber, and December.
Senator SMOOT. How many were employed there at that time?
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Mr. CHOATE. Thirty thousand. That was in the Badische Works
alone, one of the Big Six. As compared with that, we have never
employed more than 24,000 men in our whole dye industry.

S senator SMOOT. Before the war the number was 11,000?
Mr. CHOATE. Eleven thousand.
Senator SiooT. Before the war Germany was producing 150,000

tons, and, if I remember the figures, the Badische Works were manu-
facturing about one-quarter of all that was manufactured in Ger.
many.

Mr. CHOATE. I think that is so, Senator.
Senator Sbioo. It was either one-fourth or one-third. I forget

the exact percentage.
Mr. CHOATE. Yes.
Senator Sboor. Therefore, they are producing less in 1920 .and

have three times the number of employees.
Mr. CHOATE. They are admitting less production. I do not say

they are producing less, because I do not know what the present pro-
duction is. It is unfair to take the total of 1920 and to attempt to
derive any accurate average from that. However, it is quite con-
ceivable that they are not producing anything like capacity and
that they are doing so without diminishing their force, because it is
probably good policy to keep their force employed and contented,

ut I think that any concern that can afford to keep 30,000 men
employed for the sake of keeping the organization together is un-
doubtedly in good condition.

As to the statement Mr. Metz made to the effect that the new plants
were not dye plants, all I can say is that in the same expedition, in
November, 1920, Capt. Norris was shown at the Badische works a
very large new indanthrene plant. The indanthrene dyes are the vat
dyes of the Badische Co. and are the most important of all. That
indanthrene plant was not then completed but was still under con-
struction. It was almost complete. So we know that that great
company has built at least one new dye plant.

So, when we really come down to a final analysis, we have nothing
more than an opinion. That opinion it is true, is expressed by a
man whose ability is conceded, whose knowledge is conceded, if you
like, but by a man who has been for years the representative of a
German trust, a supporter of the German trust, who is now pushing
the sale of German dyes in this country. He has spent two years in
fighting this legislation bitterly, and he quite obviously hopes to ob-
tain a greater profit from the importation of German dyes than from
domestic manufacture.

Senator SIMMONS. How has he been doing it?
Mr. CHOATE. By making speeches.
Senator SIMMfoNs. What is his name?
Mr. CHOATE. Oh, Mr. Metz.
Senator SimwoNs. Oh, I thought you were talking about a German.
Mr. CHOATE. I am not sure, Senator, that your misapprehension

was not quite natural.
Senator SIMmONS. He is an American citizen.
Mr. CHOATE. I might say that Mr. Metz appeared upon the floor of

the House at the time this bill was voted on.
Senator WATSON. Mr. Choate, men who are opposed to the embargo

get themselves into a franie of mind where they are willing to be-

V; I
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live that Germany is not making dyes, while the men who are in
favor of an embargo get themselves into a frame of mind where they
are willing to believe that unless we enact some legislation soon Ger-
many will flood us with dyes in 80 days and thereby destroy the dye
industry in America. Why do you not get down to facts and tell us'
whether the American industry can be saved in the absence of an em-
bargo and whether or not the American valuation plus a certain rate
willprotect the American industryI

Mr. CHOATE. My view is that you can not be sure to save the in-
dustry except by an embargo.

Senator WATSON. Then tell us why.
Mr. CHOATE. Because of the colossal advantages which the Ger-

mans have.
Senator Sooxyr. Let us get at this.
The CHAIRMAN. What advantages have they?
Mr. CHOATE. I would like to be heard on that.
Senator SMoor. Let me ask you a few questions, and then you may

direct your remarks to those questions. Is it not true that staple
dyes-I shall not enumerate them, because you know them as well as
I do-amount in dollars and cents to 80 per cent of all the dyes that
are manufactured in this country or in the world?

Mr. CHOATE. I do not know about the world. I think it is true
of this country.

Senator SMooT. Well, then, this country, because those are the
dyes that we use. Of course as to the bulk of them it is a great deal
more than 80 per cent With respect to those dyes, don't you think
that we can put a duty upon the 80 per cent and not an exceedingly
high duty, either that will take care of them?

Mr. CHOATE. I think if those dyes were unrelated products, un-
connected with the manufacture of other dyes, you could unques-
tionably protect them.

Senator Smoor. Let me refer to the exact conditions under which
they are made to-day. Considering the way you are making them,
the way Germany is making them, the cost in this country and the
cost of making them under German conditions to-day, don't you
believe that with the American valuation and a percentage everyone
can beprotected ?

Mr. CHOATZ. I do not think so, and I will tell you why. It is a
rather complicated story, and I shall have to go into it at some
length. It is in my brief, but I think it may be advantageous to
state it now.

The difficulty is tlhat the manufacture of every one of these dyei
is tied up with other dyes. I think that, with one or two exceptions,
there is not one of the staple dyes in which economical manufacture
does not involve the manufacture of a whole chain of other dyes.

Senator SMOOT. But they are not included in the 20 per cent I
nm speaking of.

Mr. CHOATE. I know they are not, Senator. The point is this:
When you make dye "A," that has, say, 8 children in the shape
of related dyes naturally made with the parent product, and unless
you make the 8 children and sell them at satisfactory prices, you
can not make a low price on dye A. Now, the Germans make dye A.
and with it not only its 8 children, but also perhaps its 108 grand-
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children. They make money on the children and on all the grand-
children, and sometimes the grandchildren are products in the way
of drugs or perfumes that sel for $5 a pound or even $5 an ounce.
Unless and until we make the children and the grandchildren and
sell them at remunerative prices we can not set as low a price for
even the parent product as the fellow who makes the family. There
are many concrete instances of that, but I do not know that it is
necessary to go into it further.

The other reason why these staples can not be protected by a duty
is this: There is an immense margin of difference in the costs. It
is impossible to state accurately how much because of the relation
which the by-product behrs to the problem. The labor cost, how-
ever, is shown-by the Tariff Commission to be fivw times as great in
this country as abroad.

Senator SmooT. Let us. not get off this matter.
Mr. CnOATE. I am going straight to the point.
Senator MCCUMBER. I tink the witness ought to be allowed to

answer your question. You asked him this and he is attempting to
answer.

Senator SmoTr. But he was getting off the main issue.
Mr. CHoATP. I think not, Senator. First, we start with the fact

that there is a discrepancy in costs. I can not give the exact figures.
In some cases given dyes cost less than nothing because they are by-
products of something else.

Senator SimMoNs. If it costs nothing over there, it costs nothing
over here; isn't that true?

Mr. CHOAT. If we also make the thing of which it is a by-product.
In the second place, there is this colossal difference in experience.

Of course, that difference as you all know is less in the staple dye
than it is in the others. With regard to those dyes which we have
been making for four or five years, we probably get almost as large
yields from c lr raw materials as they do. As to those dyes of which
the children and grandchildren are new, we get in these subsidiary
and related products almost no yields at all compared to their, -so
that we lose from one-quarter to one-half of our materials and labor,
and therefore we start this situation with an immense and, in the
nature of things, indefinite margin of cost against the American
producer. Of course, if that were all there were to it, you could pro.
tect the industry by a tariff if you made it high enough. But that
is not all of it. The difficulty is this, that we have as the main com.
petitor against our industry the colossal German trust, this unscrup.
ulous monster, that we all 'know about.

Senator SiMmoNs. I understand that that unscrupulous trust be-
fore the war sold us dyes at a rather cheap rate,

Mr, CHoAT. They sold us dyes for what they thought the trafflo
would bear. The single trust was only formed in 1916. Before that
time-

Senator SrxmoNs. They sold them for about one-third of what
they are now being sold for.

Mr. CHOAT. Certainly, but the trust was only formed in 1916,
when importation was no longer possible.

Senator Srumows. However, they had an absolute monopoly, it has
been contended.

I IN
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Mr. CHOATE. But they could not send a pound of dyes into this
country in 1916 when the I. G. was formed. Before that they had
an absolute monopoly in the sense that Germany supplied the world,
but their industry was not unified. It was made up of two groups,
the one consisting of Bayer, Badische and Berlin, and the other con-
sisting of Hoechet, Cassella, and Kaile.

Senator SimbzONs. They seem to be more fortunate with their
trusts than we are over here.

Mr. CHOAT. They had two trusts fighting each other, and that is
what kept the prices down. The present single trust has got to get
back the world's market. It is shut out of France, England, and
Italy. It is, I hope, shut out of Japan. I do not know. There are
but three great markets left-China, South America, and the great
market of the world, the United States.

Behind that trust must be the German Government, because in
the recovery of world supremacy in orgaiiic chemicals lies the only
hope of the restoration of the military strength of Germany. There
is there a motive so colossal, so all-important, that it would drive
any of you gentlemen, if you were in charge of the German institu-
tion, to the greatest lengths which your conscience would permit in
trying to recover this market; and I might say that the length to
which the conscience of the German trust would permit it to go has
never been measured. It is impossible to deny that that trust is
determined on reconquering our market.

The CHAIRMAN. I want to say for myself, as one member of the
committee, that this horrible nightmare does not intimidate me a bit.

Mr. CHOATE. I admire your courage, Senator.
The CHAMMAN. I do not have any courage. I am naturally a timid

Quaker, but these lurid pictures absolutely fall off me in a harmless
way.

senatorr MeLzoN. They fell off in 1915 and we were all timid
Quakers in 1915 and 1916. We had made no preparation, and I think
that some of us regret that we were not better prepared at that time.

Senator Cuwris. If you will read the official returns of what that
outfit did with the profits made on dyestuffs you will be amazed.

Mr. CHOATE. I must say that I do not see" how anybody can read
the hearings taken before the committee last year and 'retain the
courage which the Senator has shown.

Now, if I may continue, I would like to say that, working with
this tremendous* motive back of them and their immense resources.
this trust can kill or destroy our industry by the method of se-
lective attack. This is not a nightmare, this is not a pipe dream.
It is a simple, inevitable fact.

No American dye maker makes money on his whole line of prod-
ucts, not even Mr. Metz. He makes a number of things, because he
has to make them in making other things.

Senator WATSON. What about full-line forcing?
Mr. CHOATE. I am coming to 'that.-
He makes these other things with the hope of making money

later if he can beat his competitors to it. But, on his staples for the
most part, competition has been so fierce and the price has been
brought down so low that their manufacture is not profitable..

The tariff commission tells you that 52 per cent of the total ton.
nage of dyes made in this country consists of dyes made by seven or
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more makers. As to other dyes there is a still greater number of
makers. So that there is immense competition in these products
and there is no money to be made from them. At the other end
.f the scale there are some 200 dyes each which is made by one
maker alone. These are mostly new, and with regard to these new
dyes the inexperience is so great and thn manufacturing losses are
so tremendous that the makers can not hope to make money. The
result is that they make money on two or three dyes in between the
two extremes. The Germans are past masters in this industry.
They know what those new few profitable dyes are. All that is
necessary for them to do to destroy any one manufacturer is to im-
port a year's supply of his profitable specialties into America and
give them away. No antidumping regulation and possibly nothing
else that can be devised will stop such practices in time to do. anygood.If you have read this record you have se in how easily it can be
done. Once the dyes are here they can be given away and n6 one
will be the wiser. It will be absolutely impossible to stop this by
any corrupt practice act, because the importation will appear to be
a real sale at a fMir price. And so I say that if we had only fair
competition from an equal opponent to meet you could perhaps meet
the difference in cost on these staples, considered by themselves, by
a tariff, but I also say that you can not meet the selective attack on
these particular staples, although they are our strongest products,
when that selective attack is carried out by an opponent such as the
German trust.

Senator SmooT. I do not know that it is necessary to go into this
question any further than to state this, that 80 per cent of the dyes
in the world are staple articles, and that out of that 80 per cent of
the dyes, taking blues, blacks, browns, and the synthetic colors, the
by-products would not amount to more than 7.5 per cent of the 80
per cent.

Mr. CHOATE. In value or in quantity?
Senator SMooT. It would not be in quantity.
Mr. CHOATE. No not in quantity.
Senator Sm oo. [ am taking the staples. Grant that it is 10 per

cent; I am perfectly willing to grant you 15 per cent, if you wish it.
Then you can say 15 per cent of the 80 per cent, and that is 12 per
cent of the whole amount. Now, you can not convince me that with
the American valuation and a duty placed upon the 80 per cent
of those goods you can not keep German dyes out of here, unless
they really want to give them away.

Mr. CHOAT. I think they will give them away.
Senator SiMmoNs. Germany is not going to give them away.
Senator SMoor. Mr. Choate believes that Germany will.
Mr. CHOATE. I believe if I were running a $500.0M0,000 plant;

which wa.3 going to be destroyed unless I did give them away, I
would give them away.

Senator SMoor. Well, we have taken 10 per cent. As to the other
20 per cent, or half of them, those are colors that in the past one
manufacturing country in the world could produce a great deal
more of than was wanted in all the world. In other words, the
business is so small that it would not pay all the countries to enter
upon the manufacture of those tints of blues and pinks and shades
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of delicate colors No one has started to do it in the past, with the
exception of Germany. That leaves 10'per cent over and above 80
per cent that there is fighting ground for.

I think that Germany did control it and I think that through
what you term the German dye trust she will control that 10 per
cent, but that does not affect preparation for war and it does not
affect the question as to whether we will be prepared from the by-
products to manufacture the other 80 per cent of goods and that
we will not carry on that work. That is what I want to get at.
There is no one around this table, nor is there anybody in the United
States, who wants to protect the dye industry more than I do, but
I am not in a frame of mind which makes me feel like saying to
the dye industry of this country, "You shall have an embargo,"
p articularly the kind of an embargo you are asking. Your idea is
that if the goods are made in this country the German goods shall
not come in. Let the American manufacturer pay the extra cost for
making his dye. They are not kicking at that. They have sug-
gested rates that no dye manufacturer could object to. They want
the industry established in this country. They are perfectly willing
topay for it, but they do not want an embargo.

Mr. CHOATE. On that last point, Senator Smoot, in reference to
our position we advocate not the last House bill, not the provision
in this bill, ut the Finance Committee's bill of last year, which we
think is better, and which, with a few slight changes, would be a
more satisfactory arrangement.

As to the question whether 20 per cent of dyes outside of the
staples are likely to be made here, let me say that if you establish a
dye industry firmly in a country small manufacturers can live and
thrive and have their being beside the big ones very readily and can
specialize in just the dyes to which you refer. That has been the
case in Germany. Throughout Germany, outside of the big six,
there have been small manufacturers who have made their living
specializing on extra high quality goods of these special types.

at industry is in itself of great value, but it can not live if it has
to get its tw materials, which are themselves the finished products
of ihe big concerns, its advanced intermediates, from foreign sources.
So that I think we shall make everything, no matter how small the
consumption or individual production may be, before we get through,
if you wl save us.

It is quite true that if we had a flourishing dye industry making
only staples, we could still produce the material needed for war. .You
are right there, but the flaw in your reasoning is this: The essence
of chemical warfare is surprise; it is the new thing that kills; it is
the new thing that is hard to meet. When the Germans came out with
new gas, it was a question of touch and go every time as to whether
they would not win the war then and there, unless that new gas was
recognized instantly and recognized by a body of chemists who had
knowledge which enabled them to determine what was a proper
antidote for that gas and what was the proper protection in the way
of gas masks. But for the possession of such knowledge the Allies
would have been defeated instantly, on the first use of several of these
substances.

Senator SMooT. The discovery to-day is in the hands of the War
Department.
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Mr. CHOATE. That is only half of it.
Senator SMoor. They make the discovery. The dye'manufacturers

in Germany do not do that. The German Government does it.
Mr. CHOATE. I must differ with you squarely.
Senator SmooT. You may differ, but I do know that the German

Government has those experts there, and I know they are working
it out in connection with what they get from the by-products in the
dye manufacturing, and I know the American manufacturer would
not withhold any of those products from our Government, if our Gov.
e.nent experts were experimenting upon the production of a new
poison.

Mr. CHOATE. They would not, Senator; you are entirely right, to
this extent, that the Government experts will undoubtely do purely
scientific research work to the utmost of their ability, as they did
in Germany. But it has been stated in the British report on the
German industry which was introduced by Gen. Fries yesterday,
that no step was taken during the latter part of the war by the Ger-
man high command without the consultation on the one hand of the
Krupps, who have been described as the right hand of the Kaiser, and
on the other hand of the I. G., which may fairly be described as the
left hand of the. Kaiser-and the Kaiser was left-handed, he was a
"south paw."

Senator SMooT. The American manufacturers, as far as that is
concerned, would not object at all to giving all the information and
working in cooperation with our experts in the War Department ?

Mr. CHOATE. Surely. But the point is that the dye manufacturer-
the dye chemist-spends his days and nights working on these prob-
lems of organic chemistry, working constantly with the very ma-
terials out of which poison gases must arise, and out of which their
antidotes must arise; he is constantly urging forward from the
boundaries or existing knowledge; he is constantly finding out new
things. He has got to do so. When he gets a given problem in re-
search, he has not, half the time, the necessary data to begin his
answer with; he has to work, out wholly new fields before he gets
started.

It has been stated authoritatively that any skillful chemist work-
ing in a back yard with a couple of teakettles and shaving mugs may
at any time discover the final gas, or at least the best gas up to that
time.

Surely the odds are enormously in favor of such discoveries being
made by these armies of chemists in the dye laboratories which are
working day and night with these materials, rather than by one of a
few Government experts.

Senator SimMONS. How many of them are working in that way?
Mr. CHOATB. One concern in this country has 600 such chemists, or

had before the slump.
Senator Mosxe. Are they going to stop?
Mr. CnoATa Are they going to stop ?
Senator MosEs. If they do not get an embargo, are they going to

stop work?
Mr. CHOAT. They are going to stop work, and the situation is as

plain as day. The embargo will do the work, as Gen. Fries said. Any
other sort of protection may be inadequate, and I say it is up to Con-
gress and to the United States to take no chances. The possible dam.
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age in the way of inconvenience from embargo legislation is so small
compared with the possible damage of the loss of this entire industry
that I say it would be the part of foolishness to take a chance when it is
not necessary. Senator Watson asked a question, and I have for-
gotten what it was.

Senator WATsoN. I asked you about full-line forcing.
Mr. CHOATz. Unless we get a complete dye industry and make

everything, we are at the mercy of a nation which has complete dye
industry.

A man wants to get a particular dye--let us take, for the purpose of
argument a vat red which is not on the market in this country. The
Germans have it. lie goes to their agent and asks for some; in words,
nothing is said; there is no writing; there is nothing by which the
process can be detected. But he finds he does not get his vat red.
Across the way is his competitor, who also wants vat red. That com.
petitor buys all his goods from the German manufacturers. He gets
his vat red. A little thought serves to convince the first manufacturer
that perhaps he had better try getting all his goods from the German
manufacturer, and then he also gets his vat red. And so by that
simle, silent process the German gets that man's entire consumptionOf tose dyes.

Of course, another allied process brought out in the last hearing was
the use of long-tei'm contracts, where it was shown that just before
the war the Germans were refusing to sell indigo except on four-year
contracts covering the consumer's entire consumption.

You can see that in this situation if we let the German dyes in, no
matter how much they cost by reason of duty, the German manufac-
turer who can supply anything which we can not can say to his con-
sumer silently, "You shall not have any of this thing you need unless
you take all from me," or he can say, "Very well; you shall have this
particular product, but only if you will contract to buy your supplies
of it from me for 10 years.'

Senator Smooar. Why did not the German manufacturers do that
when the alizarines first came out? They had the same power and
alizarines were used a thousand times more than the vat red dye-
yes, ten thousand times more; and why did they not say to the Ainer-
ican purchaser, "You can not have alizarines here unless you buy
all of your dyes from us?" They did not do that.

Mr. CHoATz. I am not sure they did not do it.
Senator Smoor. I am sure they did not, because I bought the

alizarines when they were first made almost, and I know that Ger-
many never asked me to buy other goods than I really wanted to
buy from them.

Mr. CHoATz. The answer to that, perhaps is that it was not neces-
sary to do any "full-line forcing" there, because you had to buy
almost all your dyes from Germany anyhow.

Senator SMooT. That is not true either. We bought a, great deal
of them from England then.

Mr. MErz. And from Switzerland also.
Senator MosEs. They did not have the benefit of Mr. Choate's

advice, Senator Smoot.
Senator WATSON. How many dyes did you buy from England,

Senator Smoot?
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Senator SmooT. A great many of them. I used to buy dyestuffs
by the carload, and I was at it for over 20 years, and I can not tell
you how many I bought from England.

Senator WATsoz;. From England?
Senator SmooT. Certainly.
Mr. CHOATE. Perhaps you bought alizarine from Englandf
Senator Smoor. No; I did not.
Mr. Mprz. The English made it, sent it here, and were in the

combination.
Senator SmooT. I did not buy it from them.
Mr. CHOATE. The British alizarine company was started by the

Germans.
Mr. Mmz. I do not care if it was started by the Germans. The

British alizarine came from England, and they were competitors
here in the market.

Mr. CHOATE. At all events, it is perfectly parent, as Senator
Watson suggested that whether they did it in the pait or whether
they ought not to ao it they can do it now.

Senator Sit!oo. If Y was a manufacturer they would not hold me
up that way.

Mr. CHOATE. There is one more thing I wanted to add in regard
to staples-rather an apt illustration. [suppose that as staple a dye
as any is magenta. All of you gentlemen remember the great brown-
shoe famine; how for a couple of years during the war we could not
get any brown shoes, except of that peculiar, unpleasant, dark-red
tinge which nobody wanted. That was due to the absence of a dye
called phosphine, which is the only thing that will do the work,
now made here in large quantities. By the process ordinarily used
until recently, in making 6 pounds of phosphine you had to make
94 pounds of magenta. I believe they have gotten rid of that diffi.
culty now, but it was a difficulty that was insuperable until a few
years ago. The country could consume only four times as much
magenta as phosphine, and that accounts for the fact that in pro-
ducing the amount of phosphine that was necessary to make the
brown shoes of the country, for which the demand was imperative,
we had to have an immense overproduction of magenta; and that
accounts for the low price of magenta and is a perfect instance of
the fact that the staples are not independent products which can be
treated as if they were cement or cotton or any other product which
is connected in manufacture with other things, but are so tied up
with this interlocked industry as a whole that you can not separate
and segregate them.

Is there any other question?
Senator McLAN. Mr. Choate, parties representing the textile in-

dustries appeared before the committee, andI think parties represent-
ing the hat manufacturers, and they are opposed to the embargo
because they say that at present it is impossible for them, because
of the practical difficulties of a license system, to get dyes in time to
accommodate their trade. I do not know whether you have covered
that in your brief or not.

Mr. CHOATE. I think I have. I would like to say a word about it
here. All the opposition I have heard here has been appropriate as
against the license system and not as against the bill drawn by you

429



TARIFF HEARINGS.

gentlemen last year. It is quite true that under a license system you
have got to ask for a license first and get it passed on by an inde-
pendent body, and only after their decision is reached do you know
whether you can get the goods or not. Of course, that does interpose
an inevitable delay; which I am not surprised on the whole that th.
textile people complain about. But your bill should be carried out
by the importable list system by which the Tariff Commission would
find the facts and list the dyes that were importable so that the im-
porter could open a page and tell at a glance whether a given dye
was importable or not, and there would be no delay of any conse-
quence and no uncertainty because the importer could have the goods
in hand just as before the war-and delivered immediately if they were
going to be deliverable.

Mr. MErz. And carry them at whose expense, Mr. Choate I
Mr. CIIOATF. Well, yoiir own expense, just as you used to do before

the war.
Mr. MErz. I think not. I bought them and paid for them, and I

would not do it again under any condition. You are just guessing.
Senator MoLEAi;. There is just one other question, Mr. Choate,

which I want to ask you. In regard to the new discoveries for gases
and color compounds or dyes, what does the record show, comparing
the discoveries that are made by the Government and those made by
the chemists that are employed by private corporationsI

Mr. ClOATE. The record can not be very clear about that, because
much of the information which the Army has given us is of a highly
confidential nature, and they could not disclose the details, I should
judge. I do not know, and I do not believe anybody else does except
the Chemical Warfare Service, where the discoveries have originated.
But Gen. Fries has.told you that the manufacturing problems, which
are just as important as your technical problems-the problems of
pure science- have been largely worked out in the dye works. He
told us that mustard gas was -impossible until the manufacturing
problems were solved in the little French dye works and in the small
English dye works and by the Dow Chemical Co. out here.

Senator McLEAN. I have been told that very few of these dis.
coveries emanate from governmental employees or chemists employed
by the Government.

Mr. CnOATE. I doubt if it is possible to get any exact information
on that. But I should say it is true, for the reason I have given you,
that 600 chemists are employed by one concern in the industry on
these jobs where 100 are in the Government employ.

Senator SuooT. They are not able to produce poisonous gas?
Mr. CHOATE. They do not want to.
Senator SmooT. Our Government worked that out and they worked

it out in detail.
Mr. CHOATE. Yes; but, Senator, these products, dyes and poison

gases are so closely related that you can not fail in dye research to
get at masses of information which will enable you as soon as you
desire to make poison gases--to hook up additional elements onto
yor previously worked out materials in the ways which are known
to be likely to produce poison gases.

The CIwiUAN. Does any member of the committee desire to
address any inquiry to Mr. Choate?
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Mr. LA FoULm r. I would like to have an opportunity to read
Mr. Choate's brief which, I suppose, is to be considered as a art
of his statement oi facts.

Mr. CHOAT. Senator, I have really been led over almost all the
ground in it.

Senator LA Foxauxrr And then I should like an opportunity to
ask him some questions after I have read it.

The CHAIRMAN. Well, if you will indicate the day in which you
desire to have Mr. Choate here, I have no doubt he will be glad to
come.

Senator LA FouuTrrE. I will endeavor to do that work at once.
The CHAIRMAN. He will be here this afternoon, perhaps.
Mr. CHoAT, Could you make it this afternoon, Senator? I am

very anxious to get away.
Senator LA FourxTrr. I have other things to attend to. The Sen-

ate will be in session, and I do not know how much I will be inter-
rupted in that way. I would like to get an idea of ust whom you
represent, Mr. Choate. You have perhaps furnished a list already
to the committee while my attention was diverted.

The CHAIRMAN. He submitted that this morning.
Senator LA FoaLm.rrr. Has that been put into the record
Mr. CHOATE. That I understand, has been put into the record.
The CHAIRMAN. That was offered this morning.
Senator LA Fowsrn. How many different manufacturing estab-

lishments are organized under this corporation, which, I take it, is
the American Dyes Institute?

Mr. CHOATE. I do not think it is a corporation, is it?
Senator LA FOLLErT Is it a corporation
Mr. CHOAT. I do not think so. It is just a loose trade association

of the ordinary type, and nobody is organized under it.
The CHAIRMAN. When was it organized?
Mr. CHOATE. Can anybody give me that date exactly?
Mr. SroNE. About the first part of 1918.
The CHAIRMAN. You are its legal representative?
Mr. CHOATE. Yes; in this matter siniply.
Senator LA Fo umi& Will the representatives of these several

manufacturing establishments appear before this committee?
Mr. CHoAT&_ Not to testify on their own volition, because we have

covered the ground, at the request of Senator Penrose, as nearly as
we could in one statement. They are here, a lot of them, and will
be very glad to answer any questions.

Mr. Mm-z. I am also a member of that institute and pay my dues
and am in good standing, I think.

Senator LA FOLLETTE. What capital does this association repre-
sent?

Mr. CHOATE. It does not represent any capital.
Senator LA FoLueTrE. What capital is represented by the several

members, when you aggregate it all?
Mr. CHoATE. It is very difficult to say, because almost all of the

large companies that are engaged in chemical manufacturing are en-
gaged in dye manufacturing only to a small extent; for example-

Senator L Fouarr (interposing). They know how much they
have invested in that brnch oftheir business, I suppose.
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Mr. CHOATE. And the best estimate we could get was, at the last
hearing, taking the statements given us of the total investment in the
dye works in the country, about $93,000 000. 1 do not think it has in-
creased since that time, because for each investment in actual money
there have been write-offs and losses.

You see in such a concern as the Allied Chemical & Dye Co.,
which has been flaunted before the count-y as having $280,000,000 in
the dye industry, only a very small end of that is in the business
at all. The National Analine represents an investment of $30,000,000.

Mr. MErz. Did they not have stock out for $60,000,000, Mr. Choate,
before they went into the combine?

Mr. CHOATE. I do not think I can answer that.
Mr. M'rz. I cait answer it, and the records can answer it.
Mr. CHOATE. I will let them answer that.
Mr. Mmz. I can answer it.
Mr. CHOATE. Mr. Metz can answer almost anything.
Senator SiMmoNs. Did I not understand you to say that there were

only $93,000,000 invested in the dye business in this country?
Mr. CHOATE. I think it is very difficult to determine, but that was

the best estimate we could reach a year and a half ago. .
Senator SiMiizO;S. Do you know how much is invested in the in-

dustLy in Germany.
Mr., CHOATE. I can give you that pretty closely. I have not got the

figures here at the moment, but they appear in the report of the Brit-
isl Parliamentary Commission on Profiteering which has just been
issued, dated May 29, 1921. The capital of the German trust-that
is, of seven of the larger companies; there are more than that in it
now-in 1917 before the depreciation of the mark, was 383,400,000marks.

Senator SiMMONs. Mr. Choate-
Mr. CHOAE (interposing). Wait a moment, if you will excuse me.

I want to finish that. That was the nominal capitalization. The
stocks of these seven companies alone at that time, on the stock ex-
change, had sold for a long time at an average of well over 400.

The nominal capital, therefore, was in the neighborhood of
$90,000,000, and the actual value of that capital, figurecfon stock quo.
tations in the stock exchanges, was between $360,000,000 and $400,-
000,000, Since that time $838,000 000 of marks have been added to the
capital, not by more stock dividends, but by the sale of stock for
cash. Those 817,000,000 marks are worth a great deal less than they
would have been before but they are worth something, and they have
come along in two or three separate issues, so that the first of them
were issued before the whole of the great depreciation took place, I
think. That, I understand, does not include the air nitrogen works
which are now included in a separate company with a capital ol
500,000,000 marks. which is managed by the trust.

So that the totnl norhinal capitalization of the trust is now 1,200,-
000,000 marks odd. and plus the 500,000,000 in the air nitrogen
works-and it certainly represents actual assets of over $500,000,000
gold. And that, remember, gentlemen, was mostly put in at times
when things cost very much less to do than now.

Senator LA FOLLErrE. Do you figure the mark at 1- in arriving
at that conclusionI
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Mr. CHOATE. Oh, yes; because, is I say1 the 387,000 000 marks
nominal capital, or $90,000,000 nominal capital, was at the time be-
fore the depreciation of the mark in 1917, and it was even before the
depreciation of the mark worth four times that on the stock exchange
figures.

Senator LA FoLE-rTE. Are the members of that the members of the
General Chemical Companies?

Mr. CHOAT. I do not know that I exactly understand what you
mean, Senator. They make things other than dyes.

Senator LA FoumrE. I mean to apply it to the statement you
made some time ago that in that list you have furnished was the
membership of the American Dye Institute you state that only a
small portion of their business, or of the business of some of the coin-
panis, at least, represent the real dye industry.

What I want to get at is, if you know-and you seem to have more
definite knowledge about the Genan combination than you have
about the combination in this country-what the total capitalization
that you have just stated over there represents, the general chemical
business or is confined wholly to the dye business?

Mr. CHOATE. Of course it is not confined only to the dye business.
Senator LA FOLLEmE. No; I assume not. I suppose their member-

ship is composed of people who are in your corporations who are en-gaged in general chemical manufacturing.

&r. CHOATE. I think that is not quite the way of it, Senator. I
do not think there is any company in the German dye trust to-day
that is not almost primarily a coa-tar chemical company. But they
have developed additional business in the way of heavy chemicals
and big chemicals, of course, a profitable and important an'd large part
of their work. But it is not like the combination of the Allied Chemi-
cal & Dye Co., which consists of an acid company, a soda company,
and various other companies specializing in heavy chemicals, all com-
bined with a single dye company. Theirs are dye companies which
have spread into other things.

Senator SiMM.oNs. W1hat was our l)rodhction last year?
Mr. CHOATE. Production of what?
Senator Szimozs. Dyestuffs.
Mr. CHOATE. That is in the Tariff Commission's report. I have

not charged niy memory with it in six months, but I think about
."0,000,000.

Senator SIMM ONS. You tell us it is $80,000,000 as against $50,000,-
000 produced in Germany?

Mr. CHOATE. Our consumption is about 60,000,000 pounds, and I
think our production last year was perhaps 20,000.000 more.

Senator Sboor. In the amount of capital as invested in this in.
dustry in the United States, did you include the National Anahine &
Chemical Co. I

Mr. CHOATE. I did.
Senator MUcLAN. You did?
Mr. CHOATE. Yes, sir.
Senator SmooT. The only report I can get of what capital they

have is from Bradstreet's' report, and Bradstreet's report shows,
as a report from that company alone made to Bradstreet, from May
219, 1917, to December 31, 1918, approximately 18 months, au un-
divided earnings during that period of $22,823,661.11.
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Mr. CHOATE. For what period was that? _
Senator SMoOT. That was from May 29, 1917, to December 31,

1918, and that, as reported by Bradstreet, was made upon a capital-
I should suppose that this is the capital that they say they have-
of $25,504,654.

Mr. CiHOATE. Your conclusion from that would be the capital and
surplus of about $47,000 000?

Senator Smoor. No. They do not say what their surplus is.
Mr. CHOATE. Undivided profits?
Senator SMor. Undivided profits during that time was $22,-

000,000. So I can not say what their surplus was before, but their
admitted capital is $25 504,654.

Mr. CHOATE. It woulA be a waste of time for me to discuss that,
because I know nothing about the facts.

Senator SimMoNs. You say they earned $22,000,000 during that
time?

Senator SMooT. During the 18 months they made upon this
amount of capital-or what they reported to Bradstreet--that is,
on a capital of $26,504,650-approximately during t period of 18
months, $22,803,661.

Mr. CHOATE. My figure of $30,000,000 is the figure they have
given in the investment in plant and research up to a certain date,
which I think was about a year ago. For any more detailed in-
formation it is useless for you to ask me, because I haven't it.
But you have some manufacturers here who will be glad to tell you
anything you like.

Senator SMoor. Are you counsel for the Chemical Foundation
also?

Mr. CHoATE. I am -yes, sir.
Senator SMOOT. What connection has that corporation with the

American Dye Institute.
Mr. CHOAT.. None.
Senator SMOOT. They do not work together?
Mr. CHOATE. Oh, they , ork together to this extent: That it is

one of the Foundation's purposes to spread chemical information
and to interest the public in chemical education, Pnd in the impor-
tance of chemistry. That work naturally dovetails in with much
that the Dye Institute does.

Mr. Mm'. Will you not say that I subscribed $50,000 to that and
paid in $30,000?

Mr. CHOATE. Mr. Metz, I can not say everything you want to have
said. You can say it yourself.

Mr. M rz. I subscribed $50,000 to the Chemical Foundation.
Mr. CHOATE. I must confe,s that as a mouthpiece for Mr. Metz

I seem to be a failure-
Mr. Mm'-z (interposing). You can tell the truth, can you not. I

want to show my standing as an American manufacturer; that is all.
Mr. COATE. Of course, you subscribed $50000
The Clum&AN. Are you through, Senator a Follettel I do not

want to hurry you in any way. ou can go on if you deire.
Senator Simoss. Mr. Chairman I want to inquire if Mr. Stone

may be heard? Mr. Stone requested me yesterday to ask that he be
given a few minutes to present some matters to the committee.

The CHAMIwa. Do they relate to this subject?
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Senator SIMMONS. Yes.
The CHAIRMAN. Well, as soon as the termination of the examina-

tion of Mr. Choate is reached the committee will call on Mr. Stone
at your request.

Senator SimmoNs. Thank you.
Senator LA FoLrIrTE. I want an opportunity to look over Mr.

Choate's brief.
The CHAI MAN. Then, Mr. Choate, if you can be here to-morrow,

perhaps-could youI
Mr. CHOATE. I can, but it will be at a very great sacrifice. I would

like to finish to-day.
Senator LA FormTiE. I have other public duties to perform be-

sides examining his brief.
The CHARMAN. You would prefer----
Senator LA FoU&Taril. I would prefer to have him appear here to.

morrow.
Mr. CHOATU. Of course, Senator La Follette the first-hand infor-

mation you probably want ns to the most of these matters you will
have to get from the manufacturers in any event.

Senator LA FOLLEFIp. Possibly.
Mr. CHOATE. Bear that in mind.
The CHAIRMAN. Then, I would suggest, Mr. Choate, if it meets

your approval and that of Senator La Follette-it is a very important
matter and one in which Mr. La Follette is greasy interested in get-
ting to the bottom of-that you have such gentlemen as may occur
to you present here to-morrow.

Mr. UHOATE. They will all be here. They are all here now.
The CHAIRMAN. Then, could we go on with the examination of

some of them, Senator La Follette, or would you rather wait?
Senator LA FoLurE. I would like to look over Mr. Choate's brief

and familiarize myself with the testimony he has given heretofore.
Mr. CHOATE. You have a copy of it ?
Senator LA FoLtx'rrE. Of your brief?
Mr. CHOATE. Yes.
Senator LA FOLLETTE. Yes; I secured a copy.
The CHAIRMAN. Then, if it is the pleasure of the committee, the

examination of Mr. Choate and his associates will be suspended for
the time being, and, at the request of Senator Simmons, Mr. Stone
will address the committee on this subject.

Mr. Stone, will you state your full name for the recordI

STATEMENT OF CHARLES H. STONE, VICE PRESIDENT ATLANTIC
DYESTUFF CO., BROOKLINE, MASS.

Mr. STONE. My name is Charles H. Stone.
The CHAIRMAN. Where do you reside?
Mr. STO.N;E. In Brookline, Mass.
The CHAI rmAN. What is your business?
Mr. STONE. I am vice president of the Atlantic Dyestuff Co., whose

home office is in Boston.
Th CHATRMAN. Where are their works located?
Mr. SroNE. One is located at Burrage, a village 26 miles south of

Boston. and the other at Portsmouth, up in Senator Moses's State,
New Hampshire.
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Senator SIMoNrs. Mr. Chairman, I want to say that in asking
that Mr. Stone be heard, I do not know whether he is going to say
something for or against the views I may have. I do not know any-
thing about that. He just made the request of me.

ri . STo. In view of Senator Simmons's remarks, I ought to
thank him for giving me the opportunity of appearing here and to
assure him that I am not going to embarrass him on account of his
views, even though we did come from North Carolina.

The CHAIRMAN. The committee will be in order and the witnesses
will cease conversation. If witnesses desire to consult or confer they
will retire to a very large room adjoining, which will hold all of
them.

Mr. STOr;E. Mr. Chairman, I come as the representative of one of
the small manufacturers.

Senator WATSON. Manufacturers of dyestuffs?
Mr. SToNE. Of coal-tar dyestuffs. We feel that we require unusual

protection at yQur hands if we are to stay in business, and we feel
that we must show you why you are justified in giving us this unusual
protection. I want to give you a few facts, most of which I have
taken from Government records. In behalf of, first, our industry, the
American coal tar chemical dyestuff industry, and,. second, in be-
half of our belief that it is only through such protection as Senator
Watson's bill that he prepared last fall would give us.

If I may review a few questions that seem to be in the minds of
some of you gentlemen: At the outbreak of the World War there
were a few-four or five or six or seven--coal-tar dyestuff manu-
facturers in America. These makers were producing about 5 per
cent of the total amount of coal-tar dyes that were required. The
other 95 per cent were imported mostly from Germany.

To-day-seven years later, almost exactly after the outbreak of the
war-we have, according to the Tariff Nommission's report, pre-
pared by the Government, of which you gentlemen are an important
part, 82 independent coal-tar dyestuff manufacturers.

*What are the outstanding facts that we discover that have trans-
pired during these seven years? Our imports of coal-tar dyes prior
to the war were from 40,000,000 to 50,000,000 pounds. We have no
public record of what the American dyestuff industry did prior to
the year 1917. That year the Tariff Commission made us a report
on what the industry had done, and we find that in 1917 we produced
as many pounds of dyes in this country as we had been importing
annually just prior to the outbreak of the war. Furthermore, we
find that these 46,000,000 pounds of dyes were sold at an average
price of $1.26 per pound.

In 1918 very considerable progress had been made. That year we
made about 58,000,000 pounds of dyes-more than we had imported
in any previous year prior to the outbreak of the war. And these
we sold at an average price of about $1.07 per pound, a substantial
reduction from 1917.

In 1919 we had made further progress. We made 65,000,000 pounds
of dyes, and these were again sold at an average price of $1.07 per
pound.

In 1920 we showed still greater progress. We made 88,000,000
Pounds of dyes, perhaps one and two-fifths times as much as we had
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imported prior to the war, and these were sold at an average price
of about $1.08 per pound.

Let me say here, gentlemen, the-
Senator SIMtmo.s (interposing).. Will you give the average price

the American people paid for those before the war?
Mr. STo". The nearest that we can get to that, Senator Simmons,

is to take the possible volume of business of the German importing
houses against the possible number of pounds that were used. We
would then get perhaps 60,000,000 pounds of colors that were sold
for anywhere from $30,000,000, $40,000,000, or $50,000,000.

Senator SxM~moNs. I was trying to get the average at which these
German dyes that you say were imported almost exclusively to this
country before the war-that you are talking about-were sold at.
You give the average of the price at which you sold them. Now, if
you will give the average price the American people were paying
before the war and buying from Germany it will answer my inquiry.

Mr. SToNE. This is the best estimate that has been given, Senator
Simmons, to my mind; prior to the war our per capita dye cost was
from 30 to 35 cents per person. That would seem to indicate that our
dyes then were costing about one.half what they are today, because
when I use the records given by your Tariff Commission I find that
the per capita dye cost for our American citizens today is 60 or 70
cents, or substantially double what it was prior to the war.

Senator SiIMoxs.' I have understood one witness to testify-I
do not know who lie was-that the average price he paid before
the war was about 20 cents a pound.

Mr. STONE. Well, let his testimony stand as his testimony, not
mine.

You gentlemen have noticed that the average price of the Ameri-
can.made dyes has not declined substantially for three years. You
want to know why this is. We refer to the Tariff Conmission re-
port for 1920 andwe find that there is from 1917, 1918, and 1919
a very substantial increase in the quantity of high-priced dyes.

Let me lay out some data here so that I can give you some specific
instances.

Senator DiLaNOI AM. You mean those dyes produced in this
country?

Mr. STONE. Those dyes produced in this country, Senator; yes.
We will take the year 1918, for which the record is quite complete,

and in the year 1919, and then the year 1920 These are the reports
of the Tariff Commission to the President. X will refer to colors
that constitute large quantities of our requirements. We find that
in 1918 that direct yellow, which constitutes a large item of con-
sumption in this country, was sold for an average price of $2.61
per pound.

Senator WATsoN. What was that?
1Mr. STONE. That was direct yellow.
Senator MosEs. You are not manufacturers of that?
Mr. STONE. Not of direct yellow.
Senator MosEs. What yellows do you make?
Mr. STONxE. We make "sulphur yellow.
In 1919 we made'as much direct yellow as we did in 1918, or a

little more-40 per cent more. We sold that at $1.74 a pound, a
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reduction from $2.61 to $1.74. In 1920, of this same color we had
a very considerable amount; the competition- in this color had de-
veloped in the meantime-in 1917 and 1918-and there were about
six or seven manufacturers, but .when we come down to 1920 we
have eight. I see among them the larger manufacturers. That
year we made a substantial quantity which was sold at $1.49 per
pound. The price of this color was nearly cut in two from 1918
to 1920; and Imay say, as a dye seller, that the price of the direct
yellow referred to here is substantially below the price of $1.49,
which is the recorded price of 1920.

Shall I go on and relate other instances like this, Senator Pen-
rose to show the decline" in price of dyes in this country?

The CHAIRMAN. You state anything that you think the commit-
tee ought to know from your angle, but remember that the com-
mittee is going very slowly toward accom lishing anything.

Mr. STONE.I know your time is valuabe. Then, let me go on
with one or two other colors. Let us take metanile yellow. In
1918 we have no recorded price, because there were not enough
manufactured to justify the Tariff Commission in recording the
price.

Senator LA FoLLrrE. What color is that?
Mr. STONE. M-e-t-a-n-i-l-e which is an acid yellow, Senator.
In 1919 we have a price o 96 cents.
In 1920 we made a substantial quantity of that, and still the price

remained, as there was an enormous demand for it for export-I
want to show both sides-substantially the same as it was in 1919.
But now since the slump in business, the price of this color is sub-
stantially below what it was in 1920.

Let us go to another, chrome black, which is used by Senator
Smoot-who is not present now-in the woolen trade. In 1918 that
sold for $1.62; in 1919 it sold for $1.25, and in 1920 it sold for
$1.10; and to-day that same color, of the same quality and the same
strength, is selling for about 75 cents.

I could relate a number of other instances like this.
Senator SiMioNs. What did that s3Jl for before the war?
Mr. SroNE. I beg your pardon.
Senator SiMmONs. What did that sell for before we began to

produce?
Mr. SToI. Perhaps an average of 45 or 50 cents per pound.
Senator MosEs. H ow much was the production of this, Mr. Stone,

before the slump in business to which you referred?
Mr. STONE. It would be purely a guess, Senator .Moses, for me to

endeavor to frame an answer to you. There is very sharp competi-
tion among the 82 independent manufacturers of this country, and we
can certainly ascribe some of it to the slump in business. 'We can
perhaps ascribe more of it to the fact that the German chemical
cartel is producing enormous quantities of dyestuffs, which she is
distributing all over the world, except to those countries which have
barred German dyestuffs.

Senator MosEs. Would that necessarily affect the price of this
market? They are not accessible to this market?

Mx. STON . No; they are not accessible to this market.
Senator LA FoLuEr. Do we export that color?
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Mr. STONe. I doubt if we do in any substantial quantity.
Senator LA FoLLurrE. Then, if we do not, you would not be affec-

ted by German exports to other countries. The price would not be
affected f

Mr. STOiqL. Unless those other countries were getting the business
that our woolen manufacturers had been getting.

Senator MOSEs. Just what do you mean by that, Mr. Stonel Do
you mean that the German dyes were being sent to other countries,
and that textiles were being brought here in competition with
American textiles, and that that might affect the price of dyes in
this country?

Mr. STONE. I mean, if we had been selling our products in Japan
dyed with this color, that if our manufacturers had lost that market
to some other manufacturer, then we would be deprived of the sale
of the black through our fabrics.

Senator MosEs. Vhat do you say about bringing in fabrics from
Europe dyed with colors which our textile people could not get?

Mr. S&.o. I do not consider that an exceedingly serious question,
because I believe that if there are some manufacturers of dyes which
are highly important or possess unusual properties, that those manu-
facturers outside of America would perhaps, want to use them in
fabrics and export the fabrics. What I mean here is that if the
American dyestuff industry is not properly protected, and is sub-
merged, that some day there is a possibility of those countries that
control the dyestuffs keeping their dyestuffs in those countries and
using them in their textiles, thus destroying the American textile
industry.

If I may go on, gentlemen-
Senator LA FouEvrrE: (interposing). Had you finished with your

citations from the reports of the Tariff Comnission I
Mr. STONE. I shall not make any more citations unless you wish

them. Senator La Follette, except one, which is Congo red, if I can
locate that color. Will some of you gentlemen tell me the number
of it?

Congo red-we produced a substantial amount in 1918, which was
sold for $2.01 per pound, average.

In 1919 we sold it for $1.12 per pound. substantially one-half the
price of 1918.

In 1920 we sold it for 86 cents per pound, which is another sub-
stantial reduction, and to-day you can buy Congo red on the Ameri-
can market at 50 cents per pound, or thereabouts.

Senator LA FOLLEIrE. You have selected four different colors from
the list published by the Tariff Commission. Do the reports from
which you have quoted give the general trend of the prices of all of
the dyes manufactured in this country?

Mr1. STONE. They do, Senator.
Senator LA ForrrE. Do they state in some summary an average

for each year?
Mr. STONE. That is what I have just quoted prior tW this. In 1918

our price was $1.07.
Senator LA FOLLETrTE. You have quoted the average of the particu-

lar color that you selected from that list, but do they state the aver-
age trend of prices on all of the colors?
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Mr. STONE. My first quotations, if I may set you aright, Senator,
were on our total production.

Senator LA FOLLETTE. I thought direct yellow was the first color.
Mr. STONE. That is a specific case.
Senator LA FOLLEVTE. You selected four specific cases.
Senator MosEs. What was that color?
Mr. STONE. Congo red.
Senator MosEs. 1s that used extensively in this country?
iMr. STON.E. Not so much now, Senator Moses. We have replaced

it with other better colors.
Senator MOSES. Where is Congo red chiefly used?
Mr. STo-E. It is exported as a rule, I believe.
Senator MOSES. To what country?
Mr. STONE. I think that I would have to name-most of the textile

countries of the world.
Senator MosEs. Is not that a very popular color in the Orient?
Mr. STONE. It is, I am told.
Senator MOsEs. And used very much in the textile mills in India.
Mr. SToNE.. We can assume so.
I stated that the average price of dyes had not come down sub-

stantially, as reported by the Tariff Commission, for the years 1918,
1919, and 1920.

Senator LA FOLLETTE. Did you state the price for 1921 up. to the
present time, so far as you know it; the average? What is the trend
ofprices on all of the colors?

Ar. STONE. I would have to guess that.
Senator LA FOLLETTE. You would not know that?
Mr. STONE. No; that is not public property yet.
Senator LA FOLLETTE. May I ask you to state again. if you please,

what companies you represent?
Mr. STONE. One company.
Senator LA FOLLETTE. Just one company?
Mr. STONE. Yes, sir; the Atlantic Dyestiiff Co.
Senator LA FOLLETTE. Is that a manufacturing concern that manu.

factures dyes exclusively, or is it a general chemical manufacturing
plant?

Mr, STONE. They manufacture coal-tar products exclusively.
Senator LA FoLETTF.. What is the capitalization?
Mr. SToNE!. $100,000, I believe, is the capital stock.
Senator LA FoLLET E. Is it paid in in cash?
Mr. STONE-. I think that it would be better to say in cash and the

equivalent of cash.
Senator LA FOLLETTE. In cash and property ?
Mr. STONE. Cash and property; yes, sir.
Senator LA FOLLLTTE. When was it organized?
Mr. STo.xiE. In 1916, I believe.
Senator LA FOLLErE. Are you an officer of that company?
Mr. STONE. Vice president.
Senator LA FOLLErE. What salary does that company pay to its

president?
Mr. SToNE. That I do not know, Senator.
Senator LA FoLLE rFE. What salary does it pay you?
Mr. STONE-. That I do not think you want me to answer, Senator.
Senator LA FOLLETTE. Yes; I do. "I want you to answer it.
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The CHAIRM1AN. Mr. La Follette wants you to answer it, but you (1o
not have to answer it if you do not want to.

Senator LA FOLLEI'E. I am not certain about that, Mr. Chairman.
The CHA IR.MAN. We can consider the question of drastic proceed.

ings, if necessary; but in the meanwhile the witness decline to
answer.

Senator LA FOLLETTE. I think that if the testimony taken before
this committee is to have any value at all, we ought to have all the
facts that bear upon the profits of the company.

Senator SimmoNs. I think that is a very pertinent question to this
inquiry. We are trying to get at the cost of production in this
country, and that, I understand, is one of the fundamental principles
underlying all tariff legislation.

Senator LA FOLLXTE. I think it is basic. I think we are wasting
time here, Mr. Chairman, unless we go right to the bottom of this
whole business and find out how much money is actually invested in a
business, find out the cost of production for every unit of production.
All of these companies know, to the last fraction, the cost price of the
production of everything that they are turning out. Then we want
to know what part of the cost of production of every unit is labor
and what p art is capital, what part is overhead and what part i3
represented in all the items that go to make the cost balance sheet.

Senator SImz3IoNs. They rest their case absolutely on that.
Senator LA FOLLETrE (continuing). What percentage of profit they

make on their capital. Then we ought to get, as far as possible. that
same information with respect to the competing industries abroad.
Then we have got a real basis for scientific tariff making. Without
that I think we are just fanning the air here, mainly.

Senator SI'MMoNs. Why, certainly.
Senator LA FOLLETFE. I believe that the witnesses who appear in

as important a proceeding as this ought to all be sworn and they
ought to be required to answer.

The CHAIRM11AN. I, personally, do not see any objection from the
witness' point of view to his telling the committee what salary he
receives. It is a matter of common knowledge, ultimately, to a large
number of people.

Senator LA FoL.LnTE. I will just withdraw that question for a
moment.

Mr. STONE. Thank you.
Senator LA FOLLErrE. In what State is your company organized

and incorporated?
Mr. STONE. Massachusetts.
Senator LA FOLLErrE. Did you not have to file an official statement

with the secretary of state or some other State official?
Mr. STONE. Yes, sir.
Senator LA FOLLErrE. As to your earnings and capitalization and

expenditures I do not know* just what detail is required, but in
many States the detail is sometimes very extended. You have to file
such a statement as that do you not?

Mr. STONE. We do. Aust what the statement is I am frank to say
I do not know. Not being the treasurer, and the document not being
before me that we have to file, I could not say positively what infor.
mation it carries, sir.

b --
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I am thoroughly in sympathy with you, Senator La Follette. Let
me say that. Ibeieve that you gentlemen here are entitled to every
bit of information that will enable you to come to an intelligent anl
correct solution of this question.

Senator LA Fouwm m. I can understand perfectly well that one
official of a company or one company would be very reluctant to have
entered upon the record these facts with respect to their company
unless similar facts are to be required as to a!L I think they should
be required as to all and that they should all come b4fore the com-
mittee and frankly state all of these matters that go to the real
basis of making a tariff that shall be amply protective but not
excessively protective.

Senator WAtson. The whole question of the tariff, from the Re-
publican standpoint is the difference in the cost of production at
home and abroad. f do not see how we are ever going to get at that
difference unless we know all the facts.

Mr. Smxn Let me say this, Senators La Follette and Watson, that
the company which I represent is ready to file with you the informa.
tion which appears proper and which you gentlemen feel that you
would require. Further, we will summarize this information for
you, if you please, if you will indicate how this information shouldcome to you.We, Mr. Penrose, want to help you gentlemen.

Senator LA FoL-rTw.r That is a very fine spirit, permit me to say
Mr. SToND. The Atlantic Dyestuff Co. is going the limit to help

you gentlemen to see that it is only an embargo, like Senator Watson
has in mind, that will save us from being absolutely swallowed up.

Senator WATson. A statement of that kind, of course, coming from
you is valuable only as it is based on facts. We want to know the
facts. You make these dyes and they are also manufactured in Ger-
many. What is the difference in labor cost and in overhead expenses
and in salaries in your company and the competing companies in
Germany? How else are we to get at this? We must know the dif-
ference in the cost of production at home and abroad. That is the
whole basis of tariff legislation.

Mr. S roN I am in full sympathy with your statement.
Senator LA Foxuwrr. May I just say, Mr. Chairman, that I have

started to work out-I have not completed it-a list of questions
which I think the committee ought to require every party interested
in this tariff measure to answer. I will have completed them, per-
haps, by to-morrow's session, and I would like to submit them at
this time for the committee's consideration. I have before me a list
of questions, but I think the number of questions can be reduced.
My idea would be to simplify it to the least number of questions that
are essential to a right understanding of the problem before us.

Senator SiMMONs. Are those questions addressed only to the dye
manufacturers?

Senator LA FOLLMTDr Oh, no; they are questions that ought to be
asked, I think, of every party interested in this bill.

I will ask you to state, if you can, the various products that your
company puts upon the market.

Mr. S,o.va Let me state them rather as a group or groups, sir.



Senator LA FoL'wrrm. How long a list would it be if you gave us
the entire list, if you furnished us a list of your various manufac-
turea

Mr. STox& Very short; four dozen, perhaps
Senator SimmONS. It is a quarter past 12now, and some of us

have to be over at the Capitol. We usually take a recess at noon. I
suggest that we take a recess now and finish this when we comeback.

Senator LA FouwrB That is entirely satisfactory to mp.
The CAimxr. In view of the fact that most of the members of

the committee desire to go to the floor of the Senate for a brief
period, the committee will stand in recess until half-past 2 o'clock
this afternoon. Meanwhile, the witneses are excused until that
time.

(Whereupon, at 12.15 o'clock p. m., the committee took a recess
until 2.30 o'clock p. m.)

AFTER RECESS.

The committee reconvened at the expiration of the recess, Senator
McCumber presiding.

Senator McCusim.R. The committee will come to order.
Mr. CHOATE. Mr. Chairman, in the interest of time savinar I should

like to make a suggestion. The questions of Senators La Follette
and Watson at the end of the morning session indicated a desire,
which perhaps the committee will share, to be informed as to the
capitalization and profits of substantially all of the companies in the
business. Of course, the witnesses who are here are not specially pie.
pared upon that subject in such manner as would enable them to give
satisfactory information.

Again, many of these witnesses have left because of the chairman's
suggestion that only one or two should be heard from each branch
of the industry. Accordingly, it will be impossible to give that in.
formation in such way as the committee would like to have it, if they
want it at this time, and I do not know of any way in which it can be
done in the ordinary course of the hearing unless the committee
should hold a new set of hearings later after a lapse of such time as
would enable those companies to prepare this information.

They want to help the committee by furnishing all the informa.
tion that can be given. They would request that any such informa-
tion be withheld from their competitors, and above all, from their
German rivals; but they stand ready to answer any questions that
may be asked them and if the committee desires such information and
will formulate such questions as they desire to ask. a little question-
naire, or a big one, for that matter, I can say for the great majority
of the companies in the business the committee will receive frank and
complete answers, and that the companies will furnish witnesses to
be cross-examined. That would save a great deal of time and would
enable you to close up this branch of the hearing, with one excep-
tion, and would enable you to get at those facts, thoroughly instead
of partially and in piecemeal. I apologize for making a suggestion
on a subject on which the committee is wiser than I, but I do it for
what it is worth.
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Senator McCuMBER. The committee will take it under considera-
tion. The next witness is Dr. Edgar Fahs Smith.

Mr. CHOAT. Dr. Smith was obliged to go back to Philadelphia,
Mr. Chairman, on account of the illness of-his wife and one of his
children who have appendicitis. I do not think it will be possible to
get him to come back, in view of the fact that he was here once before
and was a minute late and was told that he could not be heard, unless
the committee asked him to return. He is a very important witness.
He is president of the American Chemical Society and was acting
provost of the University of Pennsylvania. I think he has some-
thing that you ought to hear; but I do not think'it will be possible
to get him except on the invitation of the committee.

He had to go back to Philadelphia. May I say that his return
will be at the invitation of the committee?

Senator LA Forxr. I think in view of his position in one of
the strong companies-

Mr. CHOATE. It is not a company; he is president of the American
Chemical Society. He is a scientist.

Senator LA FoLLETrE. I think the committee would like to hear
him. I am sure I would.

Senator MCCUMBER. I do not know whether it is the pleasure of
the committee to sit to-morrow or not.

Senator S3oor. We will have to sit to-morrow if we are going to
get through.

Senator MCCUMnF.R. I am perfectly willing, but I do not know
whether the committee would be willing to do it. You had better
have him here tomorrow, Mr. Choate.

Mr. CiioAT,. He has sickness in his family, but I know lie would
come if the committee would ask him.

Senator MCCUBIBE. Very well- that matter will be held in abey-
ance. I believe, Mr. Stone, you had not completed your testimony
when the committee took a recess.

Mr. STo-. Not quite, Mr. Chairman.

STATEMENT OF ClABLES H. STONE, VICE PRESIDENT ATLANTIC
DYESTUFF CO., BROOKLINE, MASS.-Resumed.

Mr. STONE. At the time the recess was taken, Mr. Chairman, I had
shown the committee, I hope, that two of the three functions of the
American dyestuff industry as some of us conceive it have been rea-
sonably well fulfilled during these past two or three years; that is,
the supplying of dyestuffs to the American consumers in a reasonable
quantity an-at a reasonable price.

Senator Smoo. Before you proceed further, in order that I may
know what goods you are making, will you kindly tell me what you
are manufacturing?

Mr. SToNE. Chiefly in dyestuffs sulphur colors, Senator Smoot.
Senator'Ssfoor. Sulphur blacks and all the sulphur colors?
Mr. STowE. Black, blue, brown yellow, etc.
Senator Smoor. You say "chie f y." What else are you making I
Mr. SToNE. A few of the azo or direct colors, two or three of the

basic colors, one or two developed colors an acid color or two, and
we are still selling a chrome yellow which we made during the
war for war purposes, the coloring for khaki, of which we have a
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stock on hand. Whether we shall make that again depends upon themarket.Senator'SetooT. What is the amount of your manufactured product

per year?
Mr. STONE . I think last. year we produced-and I believe I can give

this information without anyone taking exception to it or taking
advantage of it-five or six or seven million pounds of dyestuffs, a
substantial quantity.

Senator S iooT. I thought you were one of the little ones.
Mr. STo.EF.. Well, Senator, we are, but we happened to be making

quantity products.
Senator LA FOLLETFr. Was not that approximately a quarter of

the total production of the country, or a fifth ?
Mr. STo. g Not quite. It was I or 8 or 9 per cent. The total pro-

duction in pounds was 88,000,000.
Senator LA FOLLETTE. Well, in value. I understood that you were

giving you the value of your products.
Mr. SroxE. I was giving the tonnage. In value our production

would run below that of the average manufacturer.
Senator S3ooT. But you make about one-ninth of the production?
Mr. STo.nE. Say, from one-ninth to one-twelfth in tonnage.
Senator S3Ioo1. You must excuse me for asking. because I thought

from the opening statement you made that you were just a little
manufacturer and appearing here for yourself and not for the great
industry for whose salvation you are l;lead(ing.

Mr. Sro.xr. I ant appearing for the Atlantic specifically. Senator,
but I feel that anyone coming before you should not ask'to take up
your time merely to speak for a unit that is no larger than could be
held in your hand. I have some information that I feel you gentle.
meant codd use to advantage, and as I have been in the (yestuff busi-
ness for 18 or 20 years I feel that you should have the advantage
of whatever information I can give you.

Senator L.k Fro.naT.-r:. Are you a member of the American Dyes
Institute?

Mr. STONE. We are.
Senator LA FOLLEIrE. Will you describe that association?
Mr. SToNE. If you will indicate the angle at which you wish in-

formation, Senator, perhaps I can give it to you better. -

Senator LA FOLL rr.E. When was it formed?
Mr. STONE. My recollection is that it was formed early in 1918.
Senator LA FOLTXJF.r. Early in 1918?
Mr. STo.,E. Yes. I may be off a few months in that statement.
Senator LA FOLLMrTE. Por what purpose was it fornied! Why did

your company join it?
Mr. SToN.- I guess the best broad answer is that the steel industry

has the steel institute, the packing industry has anit association of
packers, and other industries have their associations which draw the
men together and enable them to get acquainted and generally pro-
mote good feeling among the members of the industry. I was not a
charter member and was not directly concerned in the formation of
the American Dyes Institute. However, that is my conception of the
reasons for which it was formed.

Senator LA FoLjrLE. On what terms did your company become
ii member of the association?



Mr. STONE. Again I shall have to give you a general answer, Sen-
ator, and I would say that we became members upon the terms that.
if you please, are laid down in the by-laws of the association.

Senator LA FOLLETTE. Do you pay a membership fee for your con-
nection with the association

Mr. Sroxn. Just as you pay club dues if you belong to the Chevy
Chase Club or to any club in your home town, I would say yes.

Senator LA FOLLETE. Do you all pay the same amount, as you
understand !'-!

Mr. SONE. I do not understand that we do.
Senator LA Foi i-rr. Is it based upon the amount of production-

the assessment that is made for membership dues?
Mr. SToNF,. That is really a question for and I must say also that

the answer to your previous question should be answered by, one of
the members of the board of governors of the Dye Institute. I am
not a member of the board of governors and I should not take it upon
myself to answer questions for them, because I am not so delegated.

Senator LA FOLLErrE. You can answer as to the terms of the con-
nection of your own company?

Mir. STONE. In so far as I can I shall be glad to do so.
Senator LA FOLLMrME. What assessment is made against your

compa y for dues?
Mr. rONXE. I would have to go into our records and see, Senator.
Senator LA FOLLErrTE. Do you not know?
Mr. STONE. I do not know.
Senator LA FOLLE TE. Have you never heard?
Mr. STONE. I would say yes. I am quite confident that we have

had an assessment, but as to the amount I can not say, Senator.
Senator LA FOLLEI 'E. Was it as much as $25,000 a year?
Mr. STONE. I believe that some one published the financial report

of the institute; perhaps in the Congressional Record. Am I right,
Senator McCumber?

Senator MCCUMBEIR. I am not aware.
Mr. SToNE. Maybe Senator Smoot can answer.
Senator Smoor. Yes; I have it here. ,
Mr. STONE. If you have it there, perhaps that would indicate that

the Atlantic would not be assessed $25,000.
Senator S~tooT. I do not know whether this is the one. Perhaps

I had better read it aid you can see if it is the one. This is an
itemized statement, beginning with "Hotel bills, $7,670.28; tips,
meals, hotel taxi cab. etc., $876.66; Evarts, Choate? Schurman, and
Leon, fee, up to October 10, 1920, $25,000; Judge J. Harry Coving-
ton, $25000; Evarts, Choate, Schurman, and Leon, Joseph H.
Choate, jr., traveling expenses to Paris, $1,505.01; payment on ac-
count of Paris tri p, Joseph H. Choate, jr., $3,494.90; Evarts, Choate.
Schurman, and Leon, $1,020.96; various expenses incident to dis-
tribution of A. D. I. pamphlet (that is the one that they delivered
to us last year), $872.93- expense incidental to distribution done by
legislative committee, !497.12; article prepared and published,
$301.29; Congressional Record, for printing, $328.91; supplying, ad.
dressing, and mailing postals, envelopes, in congressional dyestuff
hearings, $59.82."

Is that the one to which you have reference?
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Mr. STONE. That is the one to which I have reference, Senator
SmooL

Senator Smoor. That, I will say, is in the record.
Mr. ST*Nz. That total there is, perhaps, around $100,000, is it not,

if it is totaledI
Senator SmooT. It is $104,932.61. That is for the one year?
Mr. SwNE. Yes. A deduction along these lines would indicate that

the amount we were assessed would bi comparatively small. We have
82 separate independent dyestuff manufacturers in America. We
have about 115 separate independent intermediate manufacturers in
America.

Senator SMooT. You must pay in accordance with your production,
because the little man would not pay as much as you do.

Mr. SroNz. Perhaps that is true. Then we have a number of crude
manufacturers and a number of these manufacturers, I believe, are
members of the institute.

Mr. 31irz. This paper gives the number and the proportionate
amount.

Senator Sroor. Then it is on an assessment basis?
Mr. STONrE. It is on an assessment basis.
Mr. Mrrz. I am assessed there twice as much as Mr. Stone. I have

all that information if you want it. I hope there is not any secret
about it, so far as the institute is concerned. There should not be,
The total amount is about $100,000, so you can figure the assessment
for that year. Some of them have not paid and I guess they never
will pay.

Senator Smoor. Perhaps the Congressional Record is wrong as to
that $104,000, but it does say "The high cost of lobbying for the
establishment of a dye-licensing system is shown in the financial
statement of the American Dye-Institute for March 9, to the mem-
bers of the institute." This does not show all the expense of the
institute; this shows only the lobby that is going on for this embargo.
Do you know, Mr. Stone, how much the total expense was for that
year?

Mr. Stone. I do not know, Senator.
Senator LA FOLL-rTE. Do you know how much your total contribu-

tion was for that year?
Mr. STONE. Our books would show that information, Senator, but

I do not know what it was.
Senator Smoor. It would be about one-ninth of the amount, what-

ever it wis. -
Mr. SToNE. I hope that it is not that much because the money value

of our production would not be one-ninth of the money value of all
the production of colors, if you please.

S senator L4 Fou,-rrn. Yoiu were about to proceed when I inter-
rpted you, Mr. Stone.

M.,r. 9rOND. The quality of Ainerican dyes has been attacked. I
have shown you the two other things, quantity and price. as being
reasonable. We people who are makingdyes in this country feel that
the quality of them is on a parity with the quantity and the reason-
ableness of the price.

I would like to give you gentlemen first of all, if I am not making
myself ridiculous for wearing old clothes in these days when every-
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body is trvin to econGmize, a tangible illustration of what I have in
mind. T|e fabric in the suit that I have on was made by the American
Woolen Co. in 1917 and it was dyed with dyestuffs made by the W.
Beckers Aniline & Chemical Co. before that company became a part
of the National Aniline Co. The suit has been worn, as you see. I
call your attention to the color fastness. If the color on my shoulder
after a number of years' service is as clear and bright as the color
under the lapel, then there certainly must not be found any fault with
the quality of the dyestuff, especially in view of the fact that there is
no rubbing on-my cuffs or no rubbing on my linen anywhere. In other
words, the fastness of the color is perfect; it is perfect as to rubbing;
it is as brilliant as you want. I believe Senator McCumber has on
something nearly like it, perhaps dyed with American-made dyes.
Blue colors for serges are important, because they constitute one of
the large items of American dye requirements.

Let us go to another large item. Black, of course, is used in the
largest quantity of any dyestuff that is made. We have the 1919 report
of the Tariff Commission before us, and on page 10 we find this state.
ment:

Sulphur black, which Is consumed In the United States In larger amounts than
any other color, was produced to the extent of fourteen and a half million
pounds by 13 manufacturers. Some of the American brands are superior In
quality to the best products imported from Germany before the war. Another
notable achievement wais the prodhctlon of Indigo, etc.

Senator McCu.%inR. You are reading from the report of the Tariff
Commission?

Mr. STONE. Yes, sir.
Senator Sioor. Noboy has claimed, as I have heard, during this

discussion that sulphur blacks were not'just as good made in America
as anywhere else.

Mr. STONE. Sulphur black constitutes a very large percentage of
our dysetuff consumption. We make a great many other colors that
are e ually satisfactory, perhaps, when they are intelligently and
properly applied on the proper fiber. You have had evidence ad-
mitted that the American made dyes did not meet the requirements of
the witness.

Senator S ioor. That is, some dyes; not the staple dyes.
Mr. STONE. That is some dyes. We knnw that at the outbreak of

the war there were a great many dyestuffs in America of German and
other origin. We know that in the scramble for dyes-you, Senator
Smoot, know what it was, because your superintendent had to scram-
ble with the others-in the scramble for dyes everybody got as many
dyes as he possibly could, regardless of quantity or price.

As a practical dyestuff man, I can easily understand how a hat
manufacturer would buy, if you please, indigotine or some other ex-
ceedingly fugitive color for dyeing his hats which should not. any
more be usedon hats than the" essence of the green grass out there,
and, as oje of the gentlemen suggested the other day, he would have
to turn it around in the window to have it the same color on either
side.

Senator S[ooz'. He did say, however, that his blacks were just as
good in American dyes as the German dyes.

Senator McLEAN. His complaint was with regard to brown and
steel colors.

I M I
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Mr. SToN,. Indikotine was used perhaps for dyeing hats when it
should not have been. Indigotine goes right through anything that
you can put it on, Senator Smoot, regardless of how thick it is felted.
It is so fugitive to light that it is out within a few hours. It is the
misapplication of dyes, applying them to a use or to a fiber for
which they were not manufactured.

Congo red was discussed here this morning. Some of our Ameri-
can textile manufacturers used Congo for a pink in 1916. Congo is
so fugitive that if Mr. Choate were telling you about it he would tell
vou that it runs so fast that a man could not keep up with it. It is
ilie misuse of the American dyes and not their poor fastness that has
caused us the trouble.

Senator Sfoor. I can imagine a dyer dyeing 24 dozens at once aad,
finding it no good, not wanting to use it again.

Mr. STo.E. I can appreciate his viewpoint, and as a manufacturer
and distributor of dyes, having been connected with it all during the
war, I have felt andl have told many of the customers of the Ameri-
can manufacturers that if they would frankly put their dyeing prob-
lems up to the American manufacturers the chances were 100 to 1
that there would be no misfits, if I may use that word, of dyes. No
indigotine would go on hats and no direct black would go on hosiery.

I believe that a good deal of the opposition to the American dye-
stuff industry is based on the belief that there is, or is to be, a monop-
oly of dye manufacturers, or a dye manufacturer monopolizing the
American market. I would like to direct your attention to these
facts. which are proven by the records of the Tariff Commission, to
controvert any thought or accusation of a dye monopoly. The Tariff
Commission report for 1920 shows that there are about 24 producers
of crude materials in the United States which are used in coal-tar
dye making, and such important crudes as benzine, naththaline, an-
thracene, and a few others are made by from 5 to 13 different inde-
pendent manufacturers.

Again, we find there are about 116 producers of intermediates
used by the dye makers in the United States, and such important
intermdiates as aniline oil, anthraquinone, beta naphthol, benidine
base, dimephylaniline, H. acid, monochloro benzol nitrobenzol,
R. acaid, refined naphthalene, salicylic acid, and xyliaine are made
by from 6 to 10 separate independent makers."Again. we find there are 8%2 separate dyestuff manufacturers in
the United States of finished coal-tar dyes, making in the year 1920
360 individual separate dyes. Such important dyes as alizarine
yellow, fast red, chrome black, acid black, bismarck brown, benzo
blue. direct black, magenta, methyl violet, methylene blue, nigrosine.
and sulphur black are made by Irom 8 to 10 different independent
concerns.

Further. there are three different independent manufacturers of
synthetic indigo in America, and three others that I know of-the
English dye trust, the Swiss dye trust, and the German dye trust.

Ah so f6r as I have been able to determine, there are no interlock-
in 'directors among the American dyestuff manufacturers.

urther, Are may say that a number of the dyestuff companies are
fiimily owned affairs. and we could mention as instances the Du Pont
'o.. tihe (irasselli, and others. So far as I can determine, no cnni-
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pany in the United States controls any single one of the materials
which are used in making any one of the important dyes required by
the American dyestuff consumers.

We also, in connection with the monopolies, should review what
the American dyestuff manufacturer and the American public face
in the other countries producing coal-tar dyestuffs.

We have just had the report of the English dyestuff commission,
a commission from Parliament, which investigated the matter, and
which Mr. Choate mentioned this morning, showing that the British
dyestuff corporation, the stock of which is partially owned by the
British Government produces substantially 75 per cent of all the
dyes made in Great britain. Here we evidently have a pretty tight
monopoly. If we go to France we find that the Prench Government
has assisted-perhaps subsidized-the French dyestuff makers. We
also find that the French Government has placed so high a tariff oi
dyes entering France that in some cases the tariff is much higher or
amounts to much more than the present American valuation of the
dyestuffs in question.

We could go on to Switzerland, which is an important coal-tar
dyestuff producer. She has beeti making dyestuffs and colors in
Basel since 1792, if my memory is good. We find that our Swiss
friends, who are separated by the Rhine from Germany, have adopted
many German customs, and among these they have formed them-
selves into a cartel patterned after the German cartel. Therefore
we have in Switzerland a very good dye trust.

We know th' Japan has not only subsidized her dye makers but
she has guaranteed a dividend on some of the stock of some oi tile
leading dye-making companies. So, whether they have a trust in
Japan or not, they have a subsidized industry. .

tis very interesting to note that Italy, a country that has only a
very smalldye-making industry, the other day provided that no
coal-tar dyestuffs or intermediates shall be dmitted into Italy
except under license.

In this respect we should come back to England and remind our-
selves that England, in her desire to promote her dyestuff industry-
for which the American Nation should certainly be thankful, because
they were one of the big factors in winning the war in the manu-
facture of munitions-has placed a 10-year embargo on dyestuffs
from other countries; and we in America feel it just the same as
they do in Germany.

'then we come to Germany. It is hardly necessary for me to say,
except that I do not want to leave them out of this summary, that
there we find the greatest of fll of the dye trusts. We find the
German chemical cartel, in which all of the large manufacturers,
according to the information that comes to us through our Depart-
ment of Commerce here, are members. So we have there a very tight
and'complete monopoly.

This thought occurred to me the other day when one of the gen.
tlemen was testifying here: Complaint was made of the delay in
getting dyes from Germany; and it is not inconceivable to me that
the head of the German dye cartel would see to it that orders placed
with the cartel for dyes that American maitifacturers need, or think
they need, should not come to them with any degree of promptness.
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therefore -simply.. adding to the"propaganda" that we know is being
put out bythe Germ'an dyestuff kartel in this country.

.I think I should also mention,-speaking for our company and
having to mention other facts regarding the industry, that we ha~e
an enormous investment in this countr-'-enormous for the dye
makers-of substantially a hundred million" dollars; and it is the
opinion, of the dye makers here that if we are not given the proper
protection, our investment the investment of 8,000 to 10,000 Amer-
ican citizens, will practically, if not actually, be destroyed, jinked,
and abandoned.- It is for that reason, gentlemenn, that we feel. we
must come to you and ask youi to give us such protection--Senator
Watson's embargo bill, if you please--as to enable us to keep func.
tioning in an orderly way, tV- continue as a reliable source of supply
to the American textile ard other dye users, and have our plants
placed so that, as Gen. Fries told you yesterday, they may be called
upon as a source of munitions in case of war, from the 15, 16, 18, or
20 concerns that have nitrition plants. Gentlemen, I thank you.

Senator MCCUMBER. I will now call Mr. W. Parker Jones.
Senator LA FoLum'r. Mr. Jones lives here-in the city, Mr. Chair.

man, and he says it is just as convenient for him to take to-morrow
or even on Monday.

Senator MfCUMcDER1. A request was made by one of the Senators
that he be heard this afternoon.

Senator LA FoLers. I have just spoken to him about it, and he
says it will be entirely satisfactory to him to speak later.

'Senator McCumBE'R. Then we will have Mr. Metz close his testi-
mony, if that-is satisfactory.

Senator LA -FoLua"r. If Mr. MacFarland can go on now, he will
'take but a few moments.

Senator McCuMBEB. Very well.

STATEMENT OF ORENVILLE S. MacFARLAND, BOSTON, MASS.,
REPRESENTING THE AMOSKEAG XANUPACTURING. CO.

Senator McCuMarva. Will you give your name and address and
business Mr. MacFarlandI

Mr. BIAFAiRA;ND. Grenville S. MacFarland, Boston, Mass. I am
a lawyer and am here, as I was last year, to oppose this embargo
plan, on half of the Amoskeag Mills, a cotton concern, which is the
largest, I believe, in the country. My clients are just as much op-
posed to this scheme to-day as they were last year; if anything, their
experience makes them more opposed to it than they were last year.

Seator LA FOLLEIrE. Will you go into that briefly and state the
reason why that is so?

Mr. M CFARIAND. Merely that their experience has confirmed
their suspicion but the reason deductively would be the result that

.the bill has had in the light of their general experience in the busi-
ness.

Senator Smur. Have the Amoskeag people had any trouble in
being compelled to order # 6-months' supply of any dye that they
may want to import under a license system? Or has it ever hap-
pened with them that after ordering a -months' supply it has taken
months and months for it to get here, and after ith as arrived here
perhaps the samples that they had sent out to sell the goods did not
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sell them as they anticipated, and therefore they were compelled to
carry over this dye that they had purchased for the purpose of
making a certain line of goods and be unable to do anything with
that

Mr. MAoFARLAND. I know of only one instance of it, Senator.
The discussion that I have had with my clients on the subject has
been general. In the last talk I had with the treasurer the thing
that worried him most was the question of its effect on foreign trade
and the uncertainty of its effect on domestic trade. For example,
he said you prohibit the introduction of the raw material the dye,
which is the raw material of this business, and you let in the (lye in
the finished product to compete with him a dye which he believes is
superior to thb dye that he can obtain unaer the embargo and license
system. He contends that it is the very reversal of the protective
policy. You prohibit the raw material and you let in on quite a
reasonable tariff the finished product.

Senator LA FouLrn. Did you hear the testimony of Gen. Fries
yesterday with reference to the importance of imposing an embargo
here for preparedness urposes with regard to some future war?

Mr. MAOFASLANiD. Yes and I heard the testimony of all the mili-
tar experts this year and last year.

enator LA FoLwrr. I would like to have you make some com-
ment on that as occurs to you desirable to make.

Mr. MAoFARLAND. Well, Senator, I am not a military expert' and
1. am rather diffident about commenting on their testimony. But I
have read their testimony very carefully, particularly the testimony
of Maj. Oren. Seibert and Admiral Earle, given before this commit-
tee last year, and I do not think it is immodest for me as a layman
to say that the testimony, so far as it was testimony of military ex-
perts, was very much op posed to the dye embargo. The testimony
which was relevant to the proposition which the proponents of the
dye embargo are advancing was really testimony of laymen and not
of military men at all. The testimony of these gentlemen as mili-
tary men was opposed to the embargo for this reason: That it dem-
onstrated that our American chemists and the general organization
in industry and enterprise and initiative of our American people
distinguished themselves and itself in the production of gases and
explosiies. We did better, actually, according to their testimony, in
the production of gases and explosives than in the production of
almost any other of the military equipment. That is an extraordi-
nary thing to say in view of all this smoke screen and camouflage
of testimony about the necessity of the dye industry as a miitary
defense. The actual testimony of these military men as military ex-
perts and not as men who as laymen give you second-hand, hearsay
testimony about the dye industry is this: That we not only at the
time of the armistice were producing about six times the amount of
war gases the Germans were producing but we were producing it in
such superior quality that the Germans actually found themselves
obliged tq abandon their method of producing it and adopt our
metlhod. We not only met them on the mustard gas but we met them
on a gas which they introduced toward the eni of the war, which
was effective but which the Germans did not apparently understand
the ust of. We immediately grasped the situation, took their gas,



learned its composition, and developed such a superiority over the
Germans that we made it effective. That is the whole testimony of
the military men as to the disadvantage under which this country
labored with our inferior equipment of chemists, and I submit if
that is an inferior equipment of chemists then I hope in the next
war we shall have a still greater inferior equipment of chemists.

Senator McLr.. If we could improve much faster than the for-
eign experts our different qualities and kinds of poisonous gases, the
chances are we could do it with the dyes, could we not I

Mr. McFAw'.AD. That leads me to an observation which I think
may be helpful, if you have not examined their testimony as care-
fully as I have or nked some of the chemists about the matter, as I
have. One of the reasons why these gentlemen apparently are
getting awiy with this defense evidence is that they are interchang-
ing the phrase dye industry or dye plant and chemical plant. While
a dye plant is * chemical plant, yet a dye plant is not the whole
chemical industry, and it is only in the case of the German chemical
industry, a department, a unit, in the chemical industry, and it
is not the departmen, it is not the unit which produced poison
gases for the war. Poison gases are produced by those plants which
produce the raw, crude chemicals like chlorine. Chlorine is the
element from which nearly all the effective war gases are pro.
duced. I believe that the only other effective war gas that does not
use chlorine is the tear gas which uses bromine. Neither of these
come from the coal-tar products. Neither of them are made except
incidentally and in very insignificant quantities in the dye industry.
Chlorine is nothing but the product of table salt in saturation and
subjected to an electrical prowess. It is made for the purpose of
bleaching and purifying water. We use it commercially in this
country a great deal more than the Germans do. We are producing
it in greater quantities, I believe, than the Germans. We had 23
large plants before the war producing chlorine. We exported to
Germany more chemicals in value than the Germans exported to us
before the war, and the chemicals that we exported to Germany were
the chemicals which were used for poison gases. The Germans ex-
ported to its the refined chemicals taken from the crude ones, like the
[Iyes and medicinal chemicals and other chemicals of that order. We
have a very great advantage over the Germans in that respect, and if
you are going to protect anything, protect the crude chemical plants.
lut you do not need to protect them by embargo.

Senator Smoorr. Let me ask you a question right there. I'think
it would be admitted that on the staple dyes 80 per cent of the pro-
duction of all dyes can be produced in this country by a tariff dity
instead of an embargo. Do you agree to that ?

Mr. MAcFARLAN D. I should say so without the slightest hesitation.
although, Senator Smoot, I do not pretend to be an expert on that

'part of the question. I can only say to you that my client far from
entertaining a hostile feeling toward the dye industry, as Mr. Stone
intimated, wants to see the dye industry thrive, and he has author-
ized me to say that he is perfectly willing to accept any tariff that
will protect the dye industry and make it thrive, but will not permit
it to practice extortion.

Senator SMooT. The Amoskeag Manufacturing Co. is one of the
largest (lye manufacturers in the-United States, is it not?
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Mr. MAOFARAND. Probably the largest.
Senator SMoor. Have you gone into the subject carefully enough

to express an opinion as to whether or not if we protected the 80
per cent of the dyes manufactured and used in this country, amply
protected them so that no manufacturer could object to it, that in-
d:.stry could be established beyond a question of doubt so that in
the case of a war there could be manufactured, within a reasonable
time, any chemical required by our Government to make poison
gases or anything else thattheydesired?

Mr. MACFAILAND. Absolutely. I do not believe, Senator Smoot,
that we would need any protection at all in those plants which are
really necessary to give us munitions, but I do not mean to suggest
by that that we ought not to protect the dye industry. The dye in-
dustry is a great industry. It is a part of all our industries, and as
you remember, in the great controversy between protection and free
trade it always has been an admission by the free traders that the
argument in favor of protection that it diversifies industry and,
therefore, equips us better for war is a sound argument and is the only
one that they ever would concede. To the extent that the tariff will
give us another industry and give us a greater general development of
industry, it is important, but if you examine the testimony of these
military experts critically you will see that all they mean is that the
dye industry is useful as part of the general industry, and if you had
had the benefit of a lawyer prepared to cross-examine those military
men, I venture the statement that in ten minutes the whole testi-
mony concerning munitions would have been exploded, because they
would have admitted on the first few questions that what they meant
was that the dye industry is as useful as dny industry, and they
would have admitted it as Admiral Earle did to Senator Simmons
when he asked him if it was not just as good to have a merchant
marine and he said, "of course." They would have admitted that
the steel industry producing shells and guns and all the other prod.
ucts of iron was far more necessary; that the textile mills producing
blankets for the soldiers and kahki uniforms and gas masks and
all the things that cotton and wool are used in for war preparation
was just as necessary, if not more so.

Three or four thousand mills and plants and machine shops, I be-
lieve, were converted in this country, to the production of military
equipment, and every one of those, gentlemen, were just as necessary
as a dye plant, and more so.

I believe you will find if you read Crowell's book on the history of
the production of munitions that at least 1,000 or 1,500 of the plants
of this country having no relation whatever to dyes in their ordinary
peace functioning are better equipped, are nearer the ability to be
altered for the purpose of producing war equipment than the dye-
sttff industry.

One of the reasons that the Assistant Secretary of War said that
the dyestuff industry was not able, was not willing, to produce the
gases was that the alteration was necessarily so great that they could
not be in use after the war. Another reason given by one of the
military gentlemen and confirmed by Mr. CroweI was that the gases
and the explosives were so dangerous to make in their last process-
that is, the process which went beyond the step taken in the commer.
cial development of dyes-that they were not willing to undertake
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it. That is confirmed by Dr. Reese. Dr. Reese was, and, in fact, I
think is now, the chief chemist of the Du Pont Co. The Du Pont
Co., I think you know is the chief actor in this dye embargo cam-
paign. In a public address in 1918 Dr. Reese said that the idea that
the German dye plants-mind you, dye plants; he did not use the
words dye and chemical interchangeably-were the kingbolt of the
German military enterprise was ridiculous. Ile said the German dye
plants might have helped in a little war but in a big war such as this
they were utterly insignificant. It is a act that a German dye plant,
the biggest they have, could not produce gas enough to sustain one
gas attack for a single day.

Dr. Hesse-I think I pronounce the name correctly-is or was the
chief chemist of one of the largest chemical concerns in this country,
the Allied Chemical & Dye Co. In 1919, and a year after Dr. Reese
made his startling confession, as it must have been to the Du Pont
Co., in a public address before the Franklin Institute, he said that it
was all nonsense to talk about relying upon our dye industry to make
explosives or gas: that they could not do it; that they were not.
equipped for it. It required Government experts to do'the testing,
that the commercial companies could not afford and would not do the
testing, the refined investigations and experiments necessary to pro-
duce these gases and new gases; that it was all nonsense, and that the
production of explosives must remain with explosive companies.

He said the world had none better than the Du Pont, the Hercules.
and the Aetna, and that the gas production must go to the producers
of crude chemicals and to Government experts whose duty it was to
make the investigations. I think he said also that a subsidy, a spe-
cial appropriation, for investigation was what was necessary.

Senator MCCUMIER. Your position is that the influence of that
part of chemistry which deals with these gases and deals with the
dyes is but ver - little related; that the gases are manufactured for
the most part from other chemicals.

Mr. MAcFARLAND: Yes.
Senator MCCUMBFJm And that the dye manufacture has little re-

lation to the manufacture of gases of any kind?
Mr. MAOFARLAND. Yes. I say that the only argument the gentle-

men on the other side have of the slightest validity is that the dye
industry itself had a number of chemists in the country; that'it
does incite boys to choose chemistry for a profession, because it
gives them larger fields for employment, and to that extent it multi-
plies or it adds to the chances of discovering new things.

But what is the price? You have to consider what price you are
paying for it-the same thing we would have to say of the boot and
shoe industry of the steel industry, any of those 'industries. where
with a little change of machinery and tle use of new dies they could
produce guns, shells, and any of the necessary equipment.

Another thing, gentlemen. The importance of gas has been very
much exaggerated. That is perhaps an immodest thing for a lay-
man to say, but I submit to you the facts will show to your lay
minds, also, that I am not speaking in an exaggerated way.

Only 736 men were killed on our side out of the 70,060 who fell
and died by gas; only 736. The gaas mask is so perfect a defense
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that Mr. Crowell in his book, and I think Gen. Sibert, also, said that
death or even injury by gas is inexcusable if the men are properly
trained and are careful in the habit of putting their gas masks on at
the right time.

Senator McCuBIlER. That requires a trained chemist there, does it
not, to know the composition of a gas mask?

Mr. MACFARLAND. Our chemists were adequate to do that. Our
chemists produced the best gas mask in the world, much better
than the German gas mask.

Mr. CboiE. May I interrupt and remind Mr. MacFarland that
Gen. Fries said the great percentage of casualties were not all
deaths, but men who were put out of action.

Mr. MACFARLAND. Yes. There were 87,000 men, not put out of
action necessarily because with mustard gas, the effect is not felt
during the battle; they reported the effects afterwards. How serious
a casuality, as it is called, is I don't know, but 87,000 were gassed
and only 736 were killed. The testimony is not controverted that
the Pas mask is an adequate protection.

W would not lose any war if we did not have gas, I believe.
Even as important as gas! is it is greatly exaggerated, because it is
a new thing it has appealed to our imagination. But we have the
testimony of those gentlemen who had to do with gas, and, of course,
in whose minds the matter was of the greatest importance-

Senator McLEAN. How many did I understand you to say .were
put out of action?

Mr. MACFARLAND. Eighty-seven thousand were injured by gas;
736 were killed. '

Senator McLEAn. Putting them out of action is a pretty serious
thing.

Senator LA FoLLVrrE. They were reported as casualties.
Mr. MAcFARLAND. As a matter of fact very much less than that

were put out of action during the action. The effect of mustard
gas is very much procrastinated.

Senator McLEAN. You said put out of action.
Senator LA FOLLErIE. That was not his language; that was used

by the other gentleman.
Mr. MfACFARLAND. No; that is not my expression.
Senator M CLEAN. How many were put out of action by the use

of gas?
Mr. MACFAUL.%ND. I don'tknow.
Senator McLEAN. It would be important to know that.
Mr. MACFARLAND. 3 should not think so.
Senator McLEANr. I assume it is important to put the enemy out of

action. I should, if I were managing a war.
Mr. MAcFALAND. At any rate, assume it was 87,000 put out of

action and 736 were killed in a war in which we had 2,000,000 men
on the front, in which the Germans lost 4,000,000 killed and 7,000,000
casualties and the English about the same number.

Senator MCCUMDER. Is it not somewhat difficult to predicate what
the casualties in a future war may be by reason of gases that may be
discovered-

Mr. MAcFARLAND. It really is.
Senator MOCUM.BER. By the casualties that happened when it was

first initiated?
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Mr. MfACFARLAND. Yes. But here is something to carry in mind,
that history repeats itself in the military art as it does ii everything
else. The age-long contest between the weapons of offense and the
weapons of defense has gone along commensurately from the very
be inning. Neither seems to have been able to outdo the other.

You remember the struggle between the big gun shell and armor
plate. It is the same thing as to all the equipment for war. If you
go down through history from ancient times to the present, you will
find the casualties are about in the same proportion to the number
of men engaged 2,000 years ago as is the case to-day; that is to say,
about one-third of the number of men engaged in ordinary battle. '

Senator McCuwBER. Of course, we get all kinds of statements of
what is being done and what is possible in the use of gases, like
publications to the effect that a few gas bombs dropped over New
York might destroy the entire population of the city. Nobody can
say it is true, but at the present time I think nobody can deny it is a
possibility.

Mr. MAcFARiLAD. But we do know this, that we have been fight-
ing wars for four or five thousand years, and we have never dis-
covered any engine of destruction that hs not been met effectively
by an engine of defense. We were told before this war that there
could never be a great war on account of the terrible destructiveness
of the modern weapons. But we met those offensive weapons, terrible
ps they are, by defensive weapons adequate for defense.

Senator MCCUMBER. But that means that the country that prepares
the defensive weapons is capable by reason of its dollars, by reason
of its experienced men, to meet it, does it notI

Mr. MAcF,%iLA'.-D. Yes.
Senator MCCUMBFIR. If you were to start & gas war in South Africa

to-day perhaps the population down there would not be able to meet
our new instrumentalities of war. And when a gas war was started
if we did not know how to make it we would not be in position to
meet the offensive weapons with a new kind of defensive weapons.

Air. MAcFARLAND. Precisely.
Senator MUCU3IJER. That'is the only question from a modern

standpoint.
Mr. MACFARLAND. Absolutely.
Senator LA FOLLETTE. But we have the chemists.
Senator McCuMDEin. The question is fair.
Senator LA FOLLETMr. And we would get them out of the dye in-

dustry.
Mr. MfACFARLAND. We got them out of all kinds, dye as well as

others.
Senator LA FOLLMTFE. That is what I mean.
Mr. MAcFARLAND. If the worst predictions of evil which the gen-

tleman on the other side make came true. we will be no worse off as to
chemists than we were before the war began. We were able to meet
the Germans on their own chosen ground and go them one better.

I thank you, gentlemen.
Senator McLEAN. One moment before you leave. Mfy attention

has been called to the testimony of Col. Fies given before this com-
mittee in the Sixty-sixth Congress, 1920. in which he said that the
Germans put over a gas in 1917 and 1918 that went through our.
masks like water through a sieve.
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Mr. MAcFARmAND. Yes..
Senator LA FouLmr. It was not very fatal.
Senator MoLzaN. We had 87,000 of our men put out of action.

If it put two or three million out of action that we sent over it would
have been serious. One other question: You said in response to
Senator Smoot's question that we make 80 per cent of the dyestuffs
now-standard dyestuffs. You think there is no question iut that
we can produce the other?

Mr. MACFARAND. NO; I don't think we can. I think there are
some of the more refined and expensive dyes that we will never pro-
duce; it won't pay.

Senator McLEAN. I understood you to say that you thought that
if we protected 80 per cent there was no question in your mind but
what we would be able to develop and produce the other 20 per cent?

Mr. MACFARLAND. No I did not say that.
Senator MCCUMBER. Why can't we produce the other 20 per cent?
Mr. MAoFAsrANDr. We go into quantity production of cheap

things-that is the American genius-the Ford car. The German
mind refines things; he is patient and slow and careful.

Senator McCuMBER. We have a population made up of the princi-
pal nationalities of the world. There are plenty of Germans in this
country. If their mind is superior to the average American, there
are plenty of them, plenty of every class of European people here.

Mr. MAoFARLND. I know.
Senator McCummni. Why can't we make the same thing the Ger-

mans make?
Mr.MACFARLAND. We can, but we won't--or we don't.
Senator McCuMBER. That is the point.
Mr. MACFARLAND. We have a certain composite population, and

empirically we know on6 aptitude. We do just a certain thing; we
have a certain peculiar genius in industry; that is, we go into quantity
production with a standardized plan.

Sertator MCCUMBER. If they could make money their genius would
be developed along that line, would it not, along the line of the other
20 per cent?

Mr. MACFARLAND. if they could be satisfied that they could make
money, yes.

Gentlemen, I thank you very much.
Senator MCLEAN. Do you think this peculiar genius should be

applied to dye stuffs only, and not to poisonous gases?
Mr. MACFPARLAND. There is no dye industry in the commercial.

world that experiments in poison gases.
Senator McLrAN. I understandthat, but my point is this: If the

Germans are so superior to us in the production of this 20 per cent
of dyes, might they not be superior to us in the development of poi-
sonous gases?

Mr. MAcFARLAND. I did not say they were superior to us. I say
our genius, our disposition, leads us to make things in quantity, of
standard production. When we apply our minds to it we show that
we can meet and defeat the Germans in the chemical analysis of gases
and their production.

Senator McLoN. Do the people you represent, the Amoskeag Co.,
consume large quantities of this 20 per cent of dyes that are not made
In this country
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Mlr. MAoFARtLAND. Not particularly large quantities. There are no
very great amounts of these refined dyes used, but they are very im-
portant.

Senator McLEAn. They are very important?
Mr. MAcFABIAND. Yes.
Senator McLAN. You are interested in continuing the importation

of those dyes?
Mr. MAcFARLAND. We are interested in being able to get those dyes.
Senator McLEAN. As I understand you your company has experi-

enced delays in one shipment?
Mr. MAOFARLAND. So I understoood. Generally my client talked

as if his experience was delay and uncertainty all along the line, but
I can not speak of any particular case because I talked with him
generally.

Senator McCuMpm. Thank you.
Mr. Gaston Du Bois has to go back to St. Louis. Therefore I am

going to call him next, as he desires to be brief.

STATEMENT OF GASTON DU BOIS, PRESIDENT MONSANTO
CHEMICAL WORKS, ST. LOUIS, MO.

The CHAIMAN. State your name and whom you represent to the
reporter.

Mr. Du Bois. Gaston Du Bois, president Monsanto Chemical
Works, St. Louis.

Mr. Chairman and gentlemen of the committee I do want to be
brief. I came here with some figures because I did ieel before getting
here that we had at this time a necessity for figures which would
actually show costs so that we can arrive at some basis of understand.
ing as to what we need.

I might say, very briefly, that the company I represent, the Mon-
santo Chemical Works, of St. Louis, represents an investment of a
little over $10,000,000. • It started in 1901. Our experience, therefore,
covers prewar times and we have competed very sharply, very bit-
terly, with Germany.

Prior to the war we were importing coal-tar intermediates, which
we need in the manufacture of pharmaceutical products, medicinal
products.

Mr. CooKE. Not dyes.
Mr. Du Bois. We are not manufacturers of dyes.
Senator SmooT. There is a reason for that. It was not because in'

1909 we did not want to give them protection but none of you would
have it. You were up here all together protesting against any kind
of duty upon intermediates when we wanted to establish. a dye in-
dustry in the United States.

Mr. Du Bois. At that time we were purchasing our intermediates
from Germany and at times from Switzerland, paying duty and com-
peting with Germany on finished pharmaceutical products and fine
chemicals.

The war started in 1914 and we were cut off of our supplies and
were compelled to start manufacturing those intermediates. Through
this manufacture of intermediates we became connected with the dye
industry, because when we started manufacturing intermediates, such
as phthalic anhydride and monochlorbenzol, we had to sell our by-
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products which we could not use for making medicinal chemicals;
we had to sell them to dye manufacturers, or see our costs increase
very much by the waste of a by-product which in this case was very
important.

During the war we acquired an acid plant in East St. Louis, Ill.,
across the river from our plant in St. Louis, where we manufactured
pharmaceuticals and intermediates.

Right here I want to refer to the necessity in which we found our-
selves to build a chlorine plant. The statement was made a little
while ago by a gentleman that chlorine and a lot of poisonous gasses
and so on are not produced from coal-tar products, or are not coal.
tar products, or are not connected with coal-tar products. We in-
stalled the chlorine plant on account of the coal-tar products which
we make. One of the purposes of the installation was to manufac-
ture chlorbenzol, which we need in large quantities, and also to
produce acetic anhydride, which is used in the manufacture of
aspirin. Aspirin is a coal-tar product made from salicylic acid.

Prior to the war we were at one time compelled to give up the
manufacture of chlorine products because we were compelled to pur-
chase our chlorine in cylinders from Niagara Falls, at a time when
there was no liquid chlorine produced in this country. One of the
Niagara Falls manufacturers was induced to go to Germany and get
the information necessary as to what compressor was necessary to
liquify chlorine. He came back and began to manufacture it in
Niagara Falls and I believe we were his first customers.

I said I came here to give figures. I have prepared these figures
on a table which shows the cost of production, and copies of which I
would like to'distribute to the committee. I have in this table listed
nine products.

In the first column I show the price in 1913 and 1914. All of these
are medicinal products. Two of them are not coal-tar products; the
balance are.

In the second column I show the price to-day. If you will com-
pare the prices before the war and the prices to-day I think we have
occasion to congratulate ourselves-

Sonator Sisoor. What is the item?
Mr. Du Bois. I have the articles numbered, and I will be glad to

give the names of each article to the Senators, but I would not like
to put the information in the record, which would give the costs of

-our articles.
Senator Sroor. Of course, this will be of no use whatever to us in

its present form.
Mr. Du Bois. I will be glad to put the names of every one of those

products, if I may, opposite every one of those numbers.
In the third column I have shown the recent quotations f. o. b.

Hamburg for those same medicinal products, and in the fourth col-
umn I have shown our costs of manufacture.

I want to explain now about those costs of manufacture. During
the last years the costs of manufacture fluctuated considerably, and
it is to some extent difficult to arrive at the actual cost of manufac-
ture because of the varying prices of raw materials and the varying
prices of labor. These costs of manufacture which I have tabulated
there are not an average of the last six months, because such manufac-
turing costs would be higher than these.
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I have tried to be absolutely fair in the information I wanted to
give and I have taken costs of manufacture which are below the
averages of tha last six months and based on a reduced labor cost as
it exists to-day over that of last year and have shown the normal
production. which has not been the case during the last six months.

Senator McLEAN. What percentage of your products do you sell
to the dye men and what percentage is used for medicinal purposes?

Mr. Du Bois. I would say 15per cent was intermediates.
Senator McLEAN. Just what do you mean by that?
Mr. Du Bois. Fifteen per cent to the 4e men.
Senator McLEAN. Could you continue in business at a profit if you

were deprived of the market finished by the dye men?
Mr. Du Bois. I would say it would increase the price of some of

our products, say, by 20 per cent; increase the cost of some of our
products by 20 or 30 per cent-about 25 per cent.

Senator 'MCCUBMBER. Will you explain the first line of your table
there? You have the price in the United States, July, 1921, 33 cents.

Mr. Du Bois. Yes.
Senator MCUMBER. Then you have the cost of manufacture in the

United States at 37 cents.
Mr. Du BoIs. That is for the same time. in July.
Senator McCuiBLR. Do you mean to say it is sold at a loss, for 33

cents, when the cost of manufacture is 37"cents?
Mr. Du Bois. Yes. Four of these nine products we are selling

to-day it a loss, and five we are selling at a profit.
The reason we are selling at a loss is that there are a few articles

here, owing to the present depression in the United States, which
are selling below cost, because a great many people are unloading
stocks. That is forcing our selling prices down. I think that this
is a perfectly natural condition under present circumstances.

Senator MCCUMBER. All of these, then, practically you are selling
in the United States to-day, all but the last four, at less than your
cost of production?

Mr. Duh Bois. I beg your pardon. If I am not mistaken, four of
them we are selling at a lovs and five of them we are selling at a
profit.

Senator MCCUMBER. Take the first five items, price in July, 1921,
33 cents; cost of manufacture, 37 cents.

Mr. Du Bois. Yes, sir.
Senator MCCUBIBER. Price in July, 26; cost of manufacture, 27

to 30 cents. Price in the United States, 75; cost of manufacture, 70.
You are making a profit of 5 cents there. Price, 60; cost of man-
ufacture, 65 to 70.

Mr. Du Bois. We are losing there.
Senator MCCTJMBER. The sixth item; price, 80 cents; cost of man-

ufacture, 85 cents.
Mr. Du Bois. Yes, sir.
Senator MCCUMBER. On four of them you are losing?
Mr. Du Bois. On four we lose and on five we make a profit.
Senator S rooT. Take this first item: How much of that do you

manufacture? I do not know what it is and therefore I can not
say.

'Sfr. Du Bois. That is based on about 20,000 pounds monthly pro-
duclion.
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Senator SMooxr. For a monthly production of 20,000 pounds?
Mr. Du Bois. Yes. This price is based on that quantity of pro-

duction.
Senator SMoor. Take the last. No. 9; what amount of that do vo'i

produced
Mr. Du Bois. The maximum production, or capacity, is 8,000-the

average has been about 6,000 pounds monthly.
Senator McLEAN. You sell four-ninths of your products at a

loss?
Mr. Du Bois. I think wS do now; yes.
Senator McL Nz;. What is the reason for that?
Mr. Du Bois. Because there has been a very large surplus of

stocks on the market in the United States, and a great many of the
concerns holding these stocks have been anxious to realize on sur-
plus stocks and have forced these goods out at a reduced price below
the price for which they bought these goods from us, and sold them
below our selling price; below the price at which they had pur-
chased these goods from us.

This is not an unusual proposition. We have been through this
with nearly every one of our products.

Senator'Siboor. That is much the same as in the case of the sugar
manufacturers.

Senator MoL1m,. It is on the same principle that if Germany
had a surplus she would sell to us at a loss.

Mr. Du Bois. Germany does not need to sell at a loss to.day. but
we have to if we want to sell at all.

Senator McLEAN. If it was necessary she would do as you are
doing?

Mr. Du Bois. I think she would.
Senator MoLAN. And it would be good business.
Mr. COOKE. They are all important medical chemicals?
Mr. Du Bois. Yes. These recent German quotations are the prices

f. o. b. Hamburg, it is stated, export prepaid but I do not think
there has been any export tax assessed on tiose German prices.
Those prices are f. o. b. Hamburg. Those prices may or may not
include a German profit: that I can not tell. because I have n idea
what the German costs are to-day.

(The table referred to is as follows:)

Duty
PiRe In Price In Recent Cost of required toUnein United German manufac-t eua. e

Product. States States pric tuing i Gua! n1913-14. uly 1192 , 1. f o. b. wit d u t ht oHamburg.' States. with
State cost.

iI I 4n[l Pe tll

Cen~ePer fw.
1 ........................................ .21 $0.33 13. K037 172
2 ................................ .22 .26 I8 0.27-.30 661
3.................................3 .75............ .70 .........
4...............................G!.So .60 35 W6-.70 100*
5 ................................ .5 .80 33 .85 157
6 ............................... . 1.10 1.60 37 1.35 265
7.................................. .84, 1.65 74 1.25 69

8.........................15 1.65 11.17 1.36 ..........
g..................... 3.10 C.50 1.30 3.70-C00 ' 184

I Mark vilue adculated at 1.25 cents. 'England.
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Mr. Du Bois. I want to come to the question of German costs a
little later in another table, the last statement that I want to produce
in order to show the relation of costs.

Senator SMooT. Was 1920 a fair year or a bad year for you I
Mr. Du Bois. 1920 was an abnormally good year up to September.
Senator SMoor. I mean for the whole year.
Mr. Du Bois. Over the whole year it was a good year.
Senator SMooT. Then your trade did not drop off until 1921?
Mr. Du Bois No; our trade dropped in September, 1920.
Senator Smoor. dut taking it as a whole it was a fairly good year?
Mr. Du Bois. As a whole it was a good year.
Senator SmooT. What profits did you make in 1920?
Mr. Du Bois. That information will be contained in ilhere [hand-

inj paper to Senator Smoot].
I want to point out that the costs of manufacture I give there are

most conservative and do not, for instance, include i le-plant loss.
As you know we are not always able to run our plant all the year
round, and when the plant is Ahut down we have certain deprecia-
tions and interest on investment, which naturally we have to stand.
But taking it over the whole year the average cost will be higher
than these prices. I will explain that I got at these prices by taking
a normal month.

I would like to point out now the influence of the labor cost on the
cost of manufacture, what labor means in one of our products. If
you will permit me for this purpose I will include salaries with
labor, for the reason that I think salaries paid in Germany-I mean
salaries of chemists and clerks-bear about the same relation to labor
as they do in this country. I have come to that conclusion from a
study of wages paid to workmen, which was prepared for the House
of Representatives a month or two ago. From that I got the average
cost' of skilled labor in German chemical works, which was given as
4 to 6j marks per hour. We are paying 45 to 50 cents an hour, to
whet we call skilled operators.

Senator McCuMBER. Those are paper marks?
Mr. Du Bois. Yes; 4j to 6i marks, which is the average wage paid

to skilled workers in the chemical factories in Germany. These
figures are from the pamphlet prepared for the House of Representa-
tives, which is my 0nly source of information.

Mr. Mtrz. That is right. I know it is a fact.
Mr. Du Bois. In that same publication I see that the salaries paid

to chemists are between $25 to $52 per month, and I conclude from
those two figures that the relation of the salary of a chemist to the
pay of workmen was about the same as the relation is in this country.

If we want to determine what is the influence of labor in the costs
of our materials we must take also wages paid to labor. That is the
way I prepared these figures. I would like to distribute this table.

I I
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(The table referred to is as follows:)
Labor e-.

Itm.Total ex- Cost of pressedliW
Items. opendiure. labor. pee tent of

cer-70 Cent C ............................................. 181422 c0 1.5
Frelght-40 per cent labor ......................................... . % r373 3 023 4.3
Wages ............................................................. 1,769,640 1,768645 22.6
salaries ....................................................... 72,275 792.275 I0,1
Overbeed-0 per cent labor ...................................... 144,818 72409 .9Interest ............................. .. .. . . .. . . .. : 1 1, 422 ............ ............
Depreciation ................................................... 5 .0 ........................

Total..............................................7, g38,321 %,8W2 677

Mr. Du Bois. I went to the Census Bureau here in Washington and
asked what was the amount of iabor in soft coal, which is one of the
raw materials used. I was given a table showing the total cost of
mining bituminous coal in Pennsylvania. I took that as a basis.

It shows, if I include the wages and salaries, that the cost of labor
in coal is 70 per cent of the value of the coal at the mine.

I saw recently a statement prepared by the Pennsylvania Railroad
which gave the percentage of money paid for wages, for labor, in the
total income of the Pennsyvania Railroad, an dthe amount there
given was 60 per cent. Freight is a very big item with us. We paid
last year some $550,000 for freight, and I do not think it included ex-
pressage, but let us say it is a very big item, at any rate.

I made out a table here in order to determine what percentage
of our total expenses of manufacture is labor. As you see there
I took raw materials $3,700,000, and I claim that 60 per cent of that
would be labor. I take it that if coal has 70 per cent labor, and if
freight has 60 per cent labor, that a higher manufactured product
must have at least 60 per cent, and I do not think I am overstating the
case. This is I must say, an estimate. and I think I am low. So you
will see I took in raw material labor 60 per cent, coal labor at 70 per
cent, 60 per cent labor in freight; I show wages and salaries, and I
include 50 per cent labor in overhead. There is no labor, I take it,
in depreciation, and at the end I show there that 67.7 per cent of our
total expenditures go toward an item which I want to call labor and
salaries.

I want now to compare this with the corresponding price of Ger-
man labor. From the figures I gave we can conclude that if American
labor costs us from 45 to 50 cents an hour, and in Germany from 41
to 6 marks is paid, that we are paying 51 to 8 times more for labor.
It would vary between those two figures. That means if 67 per cent,
which is a very conservative figure, of our cost is labor, if we deduct
the amount of German labor cost from this figure, we arrive at a dif-
ference of 60 per cent, the figure by which our cost will be above the
cost of the German product to-day, owing to the difference in wages
which is probably caused by the exchange, but I am not talking of
exchange. I am referring to the cost of labor, taking exchange into
consideration in compiling my figures.

In the first table which I gave you I included a fifth column and
in that fifth column I show the aml|lnt of duty which would be neces-
sary to be assessed on the German product f. o. b. Hamburg in order

Im
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to equalize our cost. This German quotation may include a profit.
I am referring as far as our figures are concerned to our cost.

Senator Smoor. If you had an American valuation it would not
figure that way.

Mr. Du Bois. Of course not. I am just showing we would have to
add 69 per cent to 265 per cent to just equalize our costs with their
present selling prices on these examples I have given there. This
shows such wide fluctuations that such a proposition can not be.con-
sidered naturally. As far as the American valuation is concerned-

Senator Ssroor. I would rather consider it than an embargo.
Mr. Du Bois. As far as the American valuation is concerned, if

we take our present prices as American valuation and we add to them
varying rates of duties, we will find that very considerable rates
would be necessary in order to protect us.

Senator McLrn.. Have you made any estimateI
Mr. Coome. If you can, state what spread of rates on your prod-

ucts would be necessary to equalize your present costs with their
present selling price, as you know iL

Mr. Du Bois. In order to equalize these costs with their (German)
present selling prices the rates of duty on the American valuation
which would be required would be in ihe neighborhood of 70 or 75
per cent on these products here.

Senator MCCUMBER. On the American valuation?
Mr. Du Bois. On the American valuation.
Senator McCunBzR. What would be the German valuation?
Mr. Du Bois. It would be 66 to 265 per cent.
The trouble is this, and I would like to point out the difficulty

about this American valuation, which I have tried to figure out,
because I was as anxious as anybody else to get away from the em-
bargo proposition; but I find this, that these figures 'here were com-
puted on the exchange of 1J cents for 1 mark. To-day, as I under.
stand, the mark is lower; the mark was yesterday 1.22 cents per
mark. At that rate as the mark drops these rates of 75 per cent
on American valuation that I mentioned would not be sufficient to
equalize our costs.

Therefore I do not see how the American valuation, unless we can
determine what the exchange will be, is going to help us. While a
year and a half ago I was opposed to the embargo, by trying to
figure out these propositions I was gradually led to believe that I
could not see my way clear without the embargo and I stand to-day
as being in favor of the embargo.

It has been mentioned that the dye plants are amortized, and, of
course, I suppose this meant that it might indicate that our plant is
amortized. Our plant is not amortized. If we had been able to
amortize our plant, we would have liked to do it; but to amortize
our plant it would have been necessary to cut from our profits certain
sums which we could not do because we had to pay the tax, like
everybody else, on our profits, and we were not permitted to amortize
anything we wanted.

Prior to the war we had not amortized our plants, either. We
have, of course, on our books a reserve account of about a million
and a half dollars, which I would say is equal to about one-quarter
of the machinery investment, and this account covers only such
equipment which we believe is obsolete and which we can justify
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for tax payment purposes as being obsolete, with proper explana-
tions.

I 'can not see.how any manufacturer can during the last two
years have amortized his plant when taxes were payable on Vrofits,
and have deducted that from his book values, unless he can justify
it by considering his plant as junk, in which case he evidently
does not intend manufacturing; but we have been in business now
for 20 years, and we have always expected to continue. We came
here with the facts, with our cards on the table, and we are willing
to give any information that is desired.

Mr. Mmz. Are you not-financing nowI
Mr. CooKE. I will answer that question. The Monsanto Co. had

to borrow a considerable sum of money, but could not borrow it at
the banks. Their plant is worth some $10,000,000. They raised some-
thing like a half million dollars by going to their friends and selling
them stock. Those friends paid for that stock in order to assist the
American chemical industry.

Mr. Mrz. There is no question--
Mr. Coock . That is the answer.
Mr. Mrz. It is a good deal more than a half million dollars.
Mr. CooiKE. They borrowed some money on their plant, the first

time they ever borrowed.
Mr. MErz. We might as well have all the facts on the table.
Mr. COOKE. They did not make any eight or ten million dollars, as

you did during the war.
Senator MCCUIBER. Gentlemen, we have one witness on the stand

now; let us get through with him.
Mr. Du BWis. I have given our profits in the table.
I would like to point out before closing one thing which explains

our peculiar situation. Inasmuch as the tremendous difference be-
tween foreign prices of manufacture, German prices of manufacture.
and our costs, are due to some great extent to the labor cost, I want
to say that the difference in the cost being so great is due to the fact
that all the raw materials to produce the products we are manufac-
turing are available in Germany-and I am referring always to Ger-
man costs. That is our main competitor normally. Germany does
not have to purchase with foreign currency goods from the outside
in order to produce these products which I have listed.

I would also like to mention in referring to the remarks which
were made by the gentleman who spoke here a little while ago, that
this branch of the coal-tar industry is also a very essential branch in
war on account of the medicinals which we manufacture. Who knows
how many million Russians died as a consequence of the lack of
those products which we manufactured here? We were in many
lines the only manufacturers in this country when the war broke
out and supplied the Government with large quantities of these
medicinals and disinfectants.

Mr. CooKE. And you sup plied England and France.
Mr. Du Bois. And we also supplied England and France with a

certain amount.
Senator Sfoor. Were you successful in selling your stock offered?
Mr. Du Bois. Our stock?
Senator SurooT. Yes.
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Mr. Du Bois. We offered it just to friends of ours, and a few busi-
ness men in St. Louis, who took the whole issue recently. We issued
also $2,000,000 of bonds about two years ago, which were fully sub-
scribed.

Senator SmooT. What made me ask the question was that I noticed
hero you say you only paid a dividend in 1920 on the capital in-

. vested of forty-one one.hundredths of 1 per cent.
Mr. Du Bois. Yes.
Senator Ssfoor. And in 1919 you paid 1.23 per cent.
Mr. Du Bois. Senator Smoot, I think you have touched one of the

things which is characteristic of the Monsanto Co. Monsant- has not
to this date distributed the money earned, but put it back into the
business in order to build up the industry.-

Senator Smoor. That is exactly what I knew happened; there was
not any question about it, and that is the reason, you know, I thought
it was not hardly fair to try to show it here that these were all the
profits that were made and paid out in dividends.

Mr. Coor. That simply shows the percentage of dividend distri-
bution.

Senator LA FoLurr. And does not mean anything.
* Senator MCCUSMBER. Are you through ?
Mr. Du Bois. Yes.
Senator MCCUVMIFR. We will call on Mr. Metz to complete his tes-

timony. Before going on with your testimony, Mr. Metz, you speak
very rapidly.

M r. M.Trz. Yes, sir; I am aware of it.
Senator MCCU31 M BR. And with the use of these chemical terms it

is very difficult for the stenographers to take your testimony. May I
ask u, therefore, to speak a little more slowly and distinctly?

Mr. Mitrrz. I will try and hold down a bit and give them a chance,
because I saw the copy yesterday and I did not recognize it.

I was asked to return this morning. I went to New Y ork, and I
am sorry I was late in getting back. I am glad however, that Mr.
Choate "had a chance to say something before Y went back on the
stand.

I would like to get away to-night if I could, but I am willing to be
here Morday and Tuesday. There is a great deal of the testimony
which has been given which I would like opportunity to answer.
Much of that which has been given is mere generalities and we have
not gotten down to facts.

Senator LA FOLLETTE. I am inclined to believe the committee feels
that wav about it.

Mr. "fMsz. I have those facts. I have made notes as we went along.
Senator LA FOLLMETTE. Mr. Metz, would you prefer not to go on

to-night, but to come back here on Monday?
Mr. ME'rz. If the committee is going on, I should much prefer it.
Senator LA FOLUrrm. Because you could not complete your state-

ment to-night?
Mr. 'METZ. No.
Senator LA Foi.Ti-.rr In the way you feel, you would like to

complete it and provide information tor the committee?
Mr. MFTz. Yes. There are others here who may want to get away

to-night, and whose statements would not be so long.
81,527-22-o Y-9)
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I want the privilege of refuting some of the things that have been
said, and I am willing to stand corrected. I believe the Senators'
idea of putting men under oath would be the proper thing. We have
been getting a lot of hot air that don't mean anything. Have been
a Member of the House and I know what we get in these committees.

Senator LA FOLLuTTE. I suggest that Mr. Metz stand aside and re-
turn either Monday or Tuesday; Monday if it is agreeable.

Senator MCCUBIER. Very well; that procedure will be followed.
Mr. METz. I would be obliged to you. I have that list here that

you asked for regarding the amounts. I did not intend to bring
these things up for the institute. I am a member, and I do not want
tip do anything which is discourteous to the institute. They have
done lots of good things. I see that 75 per cent of the money con-
tributed has been spent on Mr. Choate and Mr.-but that is imma-
terial. I would merely like to have those things in the record as a
matter of interest.

BRIEF OF GASTON DU 3018, PRESIDENT MONSANTO CHEMICAL WORKS.
ST. LOUIS, NO.

Senator Smoot asked me why in 1909 we refused duties oq intermediates at a time
when he and other legislators were willing to assist in establishing a dyestuff industry
in this country.

At the time he put the question to me I understood him to isy in 1919, and having
no knowledge of our refusal to accept tariff protection on intermediates in 1919 1 was
unable to answer his question. in reading over the hearings I noticed that he referred
to 1909, which of course throws a quite different light on the question. The point
brought up by Senator Smoot is "basic" and in many ways of such importance that I
would like to try to make our position clear, and in order to do this it will be necessary
for me to explain our situation somewhat in detail.

In 1909 we were mainly interested in three intermediat(s--phthalic anhydride,
used for the manufacture of phenolphthalein, a medicinal product; para phenetidin,
used in the manufacture of phenacetin, a medicinal product; and orthotoluol sul-
phonamid, used in the manufacture of saccharin, a condiment.

I will explain the conditions surrounding the manufacture of these three inter-
mediates.

Para phenetin.-In 1909 we imported pam phenetidin from Germany at a price of
1.6 cents per pound, duty. paid, delivered St. Louis. Pam phenetidin is produced

by two methods mainly, w ch are shown below.
Synthesis No. 1: Phenol-pars nitro phenol-pam phenetol-par phenetidin ortho

nitro phenol, a by-product.
Synthesis No. 2: Benzol---chlorbenzol-pam nitro chlorbenzol-par nitro phene-

tol-ortho nitro chlorbentol, a by-product.
If we examine synthesis No. 2 we find that in 1909 phenol had to be imported, as it

was not produced in this country, and the sime applies to para nitro phenol, and there-
fare it we hasl attempted to make pira phenetidin by this process we would have had
t import either phenol or pira nitro phenol. If w had imported phenol, providing
nao duty was asseaso.l on phenol, and nitratel this product to pira n;tro phenol, a
subatintial quantity of ortho nitro phenol would have been obtained as a by-product,
which we would have had to dispose of in Europe to dye manufacturers, and we doubt
whether this product could have been sold to advantage, resulting in the somewhat
increisel cost of pira nitro phenol.

The conversion of pira nitro phenol to para nitro phenetol and the further conversion
of this product into) pam phenetidin is a very difficult operation, and while we had
sanie general information on the subject we felt that we (ouid not have competed
siicceifully with Germany in producing pira phenetidin for the following remisons:
(1) We would be paying a profit to Germany on phenol. (2) We would be nitrating
phenol in cOmparatively small quantity, and our conversion cost would, therefore,
hive been far 'reater than that in Germany. (3) We could not have disposed of the
by-proauct, ortho nitro phenol, to advantage. (4) Our yields in the two last stages
oitrio pro'eis would hive been for the first few years considerably lower than the
yields obtained in Germany. (6) The diliculty of handling these nitro compxjund.
iu'iuading ptra phenetidin, owing to the poisonous nature of theo compounds and
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our lack of experience, was a matter of serious consideration, as we have since had anopp ortunity to find out.Re second vnthe3is would offer the same difficulties had we started from benzol,

inasmuch as chlorbenzol was produced in enormous quantities in Germany, whereas
our production would have been very limited, and also inasmuch as in the nitration of
chlorbenzol ortho nitro chlorbenzol'is obtained as a by-product, which also must be
disposed of to dye manufacturers, and while we produced these compounds during the
war we were unable to find a market for ortho nitro chlorbonzol until 1918.

When the war started in 1914 we undertook the manufacture of chlorbi,-zol and the
various other products required for the manufacture of phenacetin, and we experienced
very serious difficulties. First of all, in the handling of such poisonous products,
owing to their poisonous nature, we required about four years before we were able to
devise methods end apparatus which would permit the employment of trained men in
the manufacture. Prior to this we were compelled by our physician to constantly
change the men operating in these departments in order to prevent seriou.-i conse-
quencesduetopoisoning. Secondly, ourcoatsof production dunng the first three years
were exceed ingly high, owing to the fat that the yields obtained were far too low, and
it required the undivided attention of three chemists. who worked for approximately
three years on the problem in order to finally solve most of the difficulties. Our cost
price of pra phenetidin ranged for a couple of years between $2 and "4 per pound,
whereas the same product was imported prior to the war and laod down in St. Louis
at a cost of 51.6 c'nts.

From these figures it is evident that a_100percent duty on imported pam phenetidin
would not have enabled us to undertake the manufacture of this product in comp.
tuition with Germany without the loss of somewhere between $100,000 and $200,000,
in spite of the high duty on pam phenetidin, and, as you may well imagine, we were
not in position to undertake to develop the manufacture of pam phenetidin at a cost
which would have destroyed our business.

After five years' experience in the manufacture of pArs phenetidin we have been
able to bring the cost down from approximately 1i per pound to about 80 cents per
pound. as against a cost to us of the imported proriuct in 1909 of 51.6 cents per pound.

Our plant has been closed down for the last six months, but we hope that as soon
as the demand'for phenacetin becomes again normal and the surplus stocks have been
utilized that we will resume manufacture of pars phenetidin and that, owing to con.
siderable cuts in our overheads and other reductions in cost, we may be able to bring
the cost of para phen tidin down to about 60 to 65 cents, providing of courbe we are
able to disl ose ol our by-product to dye manufacturers in this country.

Should this not be the case and should we be compelled to consider the by-product
as a loss, the cost of pam phenctidin would be approximately 8.5 to 90 cents, although
it is reasonable to expect that if the dye industry is even partially successful in this
country that we shall be able to dispose of our by-products.

Phthalic anhydride.-In 1909 phthalic anhydride was manufactured in Germany
in very large quantities. mainly by the Badische, and this product was the raw material
for indigo. Possibly 10.000.000 pounds of phthalic anhydride were manufactured
then in Germany, whereas the total quantity which we imported amounted then to
not more than 50,000 pounds yearly, and the product cost us 46 cents per pound,
duty paid, laid down in St. Louis.

Under such conditions we could not even consider undertaking the manufacture
of phthalic anhydride in this country, as even if our yields had been equal to those
of the German concerns our cost price would have been not less than twice the price
we had to pay for the imported product.

The manufacture of phthalic anhydride was particularly a difficult one, the process
being to treat naphthalene with concentrated sulphuric acid in presence of mercury
sulphate. In order to make the process economically possible, it was necessary to
convert the escaping sulphur dioxide gases back into sulphuric acid to be used over
again, and in order to do this a sulphuric acid platinum contact plant was required
which, however, could not be operated on a small production such as was required
for our manufacture.

Shortly after the European war started we undertook the manufacture of phthalic
anhydride and spent about three years developing the above-mentioned process,
and during that time our cost of phthalic anhydride ran up to $4, and as improvements
were made came down to about $2 per pound, as against a prewar price of 46 cents,
duty paid.

Ie recognized at that time that we would never be able to compete with Germany
and could not consider manufacturing this intermediate after the termination of the
war even though a 100 per cent duty on importations of phthalic anhydride were im-
posed. Fortunately for us the chemists of the color laboratory of the Department of
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Agriculture were working on the same problem, and they were able to work out a new
process for manufacturing phthalic anhydride by direct oxidation of naphthalene
with air. The Government process was merely a laboratory process, and no produc-
tion could be obtained on a large scale by this ptocees without a considerable drop in
yield. At that time (November, 1917) we were askedd to cooperate with the Govern-
ment in order to develop a technical process, and we worked for approximately two
years on this problem and were finally successful after two years inobtaining satis-
factory yields and reducing the cost of phthalic anhydride to approximately 40 cents
per pound.

Unfortunately, however, the use of phthalic anhydride for the manufacture of indigo
was discontinued, and indigo was produced during the war in this country and is pro-
duced to-day from aniline oil, so that the demand for phthalic anhydride dropped
very considerably, and the quantities produced last year amounted to about 750,000
pounds, of which a large portion was produced in our plant.

Much of this production, however, was exported to England and Switzerland, so
that the actual demand for phthalic anyhdride in this country was not over 400,000
pounds.

We spent approximately $400,000 developing the manufacture of phthalic anhydride,
$10,000 of wich was for developing the old German process, and this last expendi-
ture is to-day valueless and has been written" off our books owing to the discovery of
the new air oxidation process, and our investment to-day in our new plant for manu-
facturing phthalic anhydride amounts to approximately $250,000.

In the meantime two other American manufacturers have started manufacturing
phthalic anhydride, whereas in Germany but one plant is producing phthalic anhy-
dride and in quantities probably ten times greater than that produced here to-day in
all three plants. Under such conditions it is evident that we are yet far from being in
position to compete with Germany, as. owing to the duplication of effort in this country,
the cost of phthalic anhydride must necessarily increase, as the volume of production
is a very important factor in decreasing cost.

From the above it appears to be quite clear that we could not in 1909 have under-
taken the manufacture of these two intermediates, because five years and possibly
more would have been required in order to enable us to manufacture the product with
equal skill and equal yields as obtained in Germany, and during these years we would
have operated at a very heavy )oss, amounting tosevferal hundred thousands dollars
even though a 100 per cent duty had protected our intermediates, which naturally
would have made it imperative to have an equalizing duty to protect our finished
product. Even after a period of five years our production would have been too small
as compared to the German production to have permitted competition without what
would amount to a prohibitive duty. .

The question naturally arises, assuming that all I have said is correct, what chances
have we, then, in this country of developing the manufacture of intermediates and
dyes and other coal-tar synthetic products? It should be stated here that examples
stated above, phthalic anhydr:de and pars phenetidin, are examples of compara-
tively difficult intermediates to manufacture, and while there are a great many other
intermediates in the same class, still we are producing to-day intermediates'in this
country, such as aniline oil, beta naphthol, nitro benizol, which are comparatively
simple and which can be produced here in very large quantities.

In these simple intermediates we probably have developed sufficient knowledge
to compete on equal basis with Germany, and therefore the main difference in cost
will be that due to the wages paid to American workmen as against wages paid in
Germany, the exchange being taken into consideration of course.

As far as the development of a greater part of the intermediates required and the
development of an independent dyestuff and related industry is concerned, we will
require several years before we can equal Germany in skill and experience, and up
to that time it wll not be possible, generally speaking, for us to export these chemicals
in competition with Germany, and therefore our output will be limited to the American
market.

It is my idea that after a period of five years from now, followed'by a gradual reduc-
tion in tariff duties on intermediates and dyes, we should be able to gradually re-
conquer part of the export market and establish our manufacture on a gradually
increasing scale, so that we will finally be in practically as favorable a position as
Germany, and the only difference then in our cost will neceksarily be due to difference
in wages paid to American workmen and German workmen.

We more than likely will be able in the meantime to develop new lines of dyes
and other organic products, and by such now developments and patent protection in
foreign countries obtain such advantages which will permit us to export and to enjoy

I-
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in this respect and in some lines the same advantages which Germany has to-day in
practically all lines.

I regret that it has been necessary to go to such lengths in order to explain this
situation, but as stated above the question raised is of such fundamental importance
that I felt that we should at least make our position as clear as possible.

STATEMENT OF W. PARKER JONES, REPRESENTING THE VICTOR
CHEMICAL WORKS, CHICAGO, ILL.

The CITAIR3IAN. Mr. Jones, stat4 your name and representation to
the reporter.

Mr. JONES. IV. Parker Jones, Union Trust Building, Washington;
I appear before the committee as attorney for the Victor Chemical
Works, of Chicago, Ill.

The Victor Chemical Works are manufacturers of oxalic acid.
Senator S3 oor. Where are your plants located?
Mr. JONES. Our plant is located at Chicago Heights, Ill.
Senator S.%ioor. You have only one plant?
Mr. JONES. Only one plant. That plant was erected during the

war. The Victor Chemical Works first began to produce oxalic acid
on a commercial scale in 1917. The company continued to produce
oxalic acid up to October, 1920. At that time the production was
at the rate of about 3,000,000 pounds per annum.

About that period oxalic acid began to be imported from Germany
and was sold in our markets here at 15 cents a pound, which was
about 91 cents below our cost of production, with the result that the
Victor Chemical Works closed down its plant. It remained closed
until the latter part of May of this year when, on account of the
control exercised under the emergency tariff act, production was
resumed and the company is now operating and producing at the
rate of about 2,000,000 pounds per annum, and selling at a price of
16 to 18 cents a pound.

Senator S-.sooT. How can you do that if it costs you 27 cents to
make?

Mr. JONES. The figures which I gave you were the costs of Octo-
ber. Our October costs iere a little over 24 cents a pound.

Senator S.ioor. What are they now?
Mr. JONES. Our present costs are approximately 17 cents a pound.
Senator SrooT. And you are selling it from 16"to 18 cents?
Mr. JONES. Yes.
Senator S.%o'r. Why should vou sell it for less than cost?
Mr. JONES. We were selling'it at 'less than cost because German

oxalic acid was being offered here at a price below our cost of pro-
duction.

Senator SmxooT. I do not mean that. I mean now. Why do you
sell it at 16 cents when the German product is not coming in here
when it costs you 17 cents to make it?

Mr. JoEs. %Because at the time oxalic acid became a controlled
commodity there were considerable stocks of German oxalic acid in
this country.

Senator S.MtoOT. And you were selling against that stock?
Mr. JONES. We were 'selling against the stock of foreign oxalic

acid that was already on hand at that time.
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Senator WATSON of Indiana. Wherein is the difference of cost of
production between then and now?

Mr. JONES. The principal difference is in the reduction in labor
cost and the cost of raw materials.

Senator WATSON of Indiana. You mean by that you have reduced
your wages in your plantI

Mr. JoxFS. Yes, si. In October, 1920, the lowest wage in our
plant, where we have about 200 employees, for labor was 55 cents an
hour. The lowest wage in October, 1920, was 55 cents. At the pres.
ent time our lowest wage is 371 cents an hour, and our average wage
is 55 cents an hour.

The present mi anufacturing costs-and our figures are of June of
this year-are made up of labor, 6.4 cents a pound; raw material,
7 cents per pound: factory operation, 1.1 cents per pound; adininis-
tration, transportation, and sales expenses, 2.5 cents per pomd; mak-
ing a total of 17 cents per puhd.

hle price of oxalic acid in June, 1921, in Germany was 8* cents
a pound. After paying 1- cents a pound duty, which is the rate
under the UnderwoOd tariff law, less a quarter'of a cent per pound
'for transportation, it would be possible for German oxalic acid to
be laid down in this country at a cost of about 10 cents a pound,
which is about 7 cents a pound less than our manufacturing cost.

Senator S9MooT. They can not shil) oxalic acid at $5 a ton front
Germany here, can they"?

Mr. Joxrs. It can 1he shipped.
Seuator S.tooT. I mean to say under the sea rates to-day--that is

as low a rate as was ever made away back in the eighties.*
Mr. JoxkEs. I do not think the present rate is very much higher

than a quarter of a cent. It may be higher than that.'and. of course,
to that extent it would raise tle present German cost by a fraction
of a cent a pound. According to the best statistics available to us.
our present cost of labor is approximately ten times the cost of labor
in Germany, taking account of existing rates of exchange.

We are Principally concerned at the present time with what is
going to hp en on the 28th of August. We know there are now
500,000 pounds or more of German oxalic acid already landed in the
customhouses of this country which, unless the existing form of con-
trol is con'inned beyond Auigust 28, will be offered for sale in this
country without any" restriction other than the rate of (hity under the
Underwood tariff of 14 cents a pound.

We know we can not compete with oxalic acid at the present
German price with the addition of that low rate of duty.

The object of our coming before the committee at this time is to
request this committee to extend the present system of control pend-
ing the enactment of the permanent tariff law.

Senator SMar. I am willing to do that. I do not know whether
it will be done, of course, but I am perfectly willing.

Mr. JoNES. If that can be done, then our request to this committee
would be that a rate of duty be imposed on oxalic acid which would
equalize the cost of production in this country and abroad. In other
words, we desire to be put on a competitive basis. If a rate of duty,
either an ad valorem duty or a specific duty or a combination of th'e
two can be imposed which will place us on a competitive basis, we
believe we can take care of the rest.
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I know that Senator Smoot, and probably the other members of
the committee, are familiar with the effect of German competition
on the manufacture of oxalic acid in the past.

Senator Saroo'r. We know the history of it.
Mr. JONEs. That being so, I presume it would be entirely superflu-

ous for me to recount it.
Senator S3IooT. I think you have covered the whole question in

giving the cost to the committee. There is no need of saying any-
thing more. The committee knows the situation just as it is.

Mr. JOeF.S. That being so, I thank you for your consideration.
Senator McLEAN. Would you care to file a copy of your brief,

which I see you have in your'hand, with the committee?
Mr. Jomri. Yes-' I would like that privilege.
Senator MCw3XBR. You may file it as a part of your statement.

BRIEF OF W. PARKER ONES, REPRESENTING THE VICTOR CHEMICAL WORKS,
oHIoAGO, ILL.

DyE AND CHEMICAL CoNrrOLi-OXAI.ic ACID.

PRESENT LAW.

The Secretary of the Treasury having determined that oxalic acid Is a syn-
thetic organic chemical and is obtainable in the United States " in sufficient
quantities and on reasonable terms is to quality, price, and delivery," Imports
of oxalic aield are now being refused admission Into thlis country by virtue of the
provisions of the emergency tariff act of May 27, 1921. Ry the ternis of the act,
dye and chemical control comes to an end on August 27, 1921. It is recoi-
mended tiat appropriate legislation be passed continuing this control until
the enactment of the new permanent tariff law.

INIVORT.NCE OF OXALIC ACID INDUSTRY.

Oxalic acid is used in laundries in a large way to neutralize the alkali and Is
the best acld rinse for that purpose, because, wimen properly used, it does not
Injuriously affect the fabric.

Oxalic acid further has an Important use in the manufacture of dyes. espe-
cially malachite green, which prior to the war was all imported from abroad,
but which is now manufactured Pn tin extensive scale it this country.

Oxalic acid further is employed to a large extent in dyeing and printing tex-
tiles, especially dyeing wool on a chrome mordant.

Further, It finds employment in the leaching of straw artich~a, especially
hats, In the ninufactnre of cleaning compounds and metal polishes, in the
bleaching of leathers, wood, cork, and shellac and in the manufacture of Ink.

Salts of oxalic acid also find employment in the tanning and other industries.
Oxalic acid is of great importance to mnsay manufacturers in this country

who, prior to the war, had to (]epend on foreign manufacturers for their supplies.

AMOUNT OF OXALIC AVID CONSUMED WITINII THlE UNITED STATES.

Prior to the war there was but one manufacturer of oxalic acid in tile 1n7!ted
States. viz, The American Alkali & Acid Co., of Bradford, Pa. We estimate
that their annual production was in the neighborhood of 2.000,000 pounils. At
tile ame time, in the prewar years 1912. 1913, and 1914, there were imported
into this country approxinatly 8,000,000 pounds. [See Tariff Information,
Series No 13. United States Tariff Colninlssm.] The total consumption of
oxalic aci in this country, therefore, ii those %-ears is estimated at about
10,000,000 pounds annually.

About 75 per cent of all the oxalic acid imported into this country was of
German manufacture, ahout 121 per cent was the product of Northern Norway,
and 121 per (ent ile product of the United Kingdom.
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DEVELOPMENT OF TilE INDUSTitY WITHIN TJ,; UNITED STATES.

The American Alkali & Acid Co., of 3radford, Pa.. manufactured oxalie Acid
from sawdust.

In 1910 and 1917, after several yearF, of research work and the erection of a
large plant, the Victor Chemical Works began the manufacture, on a comrmer-
ciml scale, of oxalic acid by the syr.thetic process, using carbon iilowxidle gas
and caustic soda as its principal rw materials.

The investment to date of the Victor ChelmIcal Works in Its plant is In excess
of $00,000. Its plant Is des!gned to produce 5,0W.000 pounds per year, which
production can be increase:l by plant addition.

Until October, 1920, the Victor Chemical Works was producing at the rate
of 3,000,000 pounds ym-r year. but owing to the effect on the market of heavy
importations offered to the consuming trade in this country at considerably be-
low the cost of manufacture, the plant was closed down. Operations were re-
sumed In May, 1921, as a result of the emergency tariff act.

Besides the two American manufacturers who are still in business, v;z, the
American Alkali & Acid Co. an.I the Victor Chiemitcal Works, the following
companies formerly manufactured oxalic acid in th's country:

The North American Chemical Co., Milwaukee. Wis.; Essex Co., L~awrence,
Mass.; Seninet-Solvay Co., Syracuse, N. Y.; United States Industrial Co.,
New York, N. Y.

These four manufacturers, 'however, finrling themselves unable to compete,
abandoned the business and dismantled their factories.

FUTURE PROSPECTS OF THE INDUSTRY.

There are now hundreds of thousands of pounds of oxal:e acid of foreign
nanufacture lande:! at the custombouses of this country, awaiting tile explra-
tion of dye and chemical control on August 27, 1021. Unless this control he
continued, pending the enactment of the new permanent tariff, theso andl oliher
large quantities to arrive will be admitted subject only to duty under the
l7nderwoo'l Tariff Law of 14 cents per pound. This influx of foreign oxalic
acid, due to differences in manufacturing costs, will certainly bring disaster to
the American oxalic acid industry and destroy the beneficial effect of whatever
rates of duty may finally be imposed by the new perlnanent tariff law.

If the existing control be continue(] until the-new permanent tariff law be-
comes a law and that bill carries A sufficient rate of duty to put the domestic
manufacturers of oxalic acid on a competitive ba.ls, the present manufacturing
facilities of the country would be ample to supply all tile domestic require-
ments, and it is safe also to predict that any increase In the demand would
be quickly met by the extension of existing plan facilities or by iiew companies
entering the field.

NUMBER OF EMPLOYEES AFFECTED.

The production of 10,000,000 pounds of oxalic acl per year requires About
1,000 men in the direct manufacture. To these should be added about 300 more
men, who are employed in the production of raw materials used In the manu-
facture of oxatic acie, which, In the case of the Victor Chemical Works. are
caustic soda, sulphuric acid, line, coal, and coke, so that the inlilnber of
individuals who find employment in the oxalic acid industry and hecal.se of it
may be conservatively stated as 1,300 men.

DOMESTIC PRODUCTION COSTS, WAGES, AND INFORMATION HEGARDINO COSTS IN
FOREIGN COUNTRIES.

The actual cost of producing a pound of oxalic acid during June, 1921, taken
from the books of the company, and the last figures of continuous operation
available show a manufacturing cost of 17 cents per pound of oxalic acid.
This cost is made up as follows:

Cents.
Labor --------------------------------------------------- per pound- 0.4
Raw materials -------------------------------------------------- do-- 7.0
Factory ------------------------------------------------------ do---- 1. 1
Administration, transportation, and sales ------------------------ do .... 2.5

Total -------------------.------------------------------------- 17.0

474
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Inasmuch as 75 per cent of all the oxalic acid imported into this country in
prewar years came from Germany, and it is the German product which will
enter our market again, a comparison, therefore, with the cost In GeImany
Is pertinent.

The German wholesale price of oxalic acid in June, 1921, was 81 cents per
pound (chemical markets). After paying 1j cents per pound duty under the
present tariff law and one-fourth cent per pound for transportation the cost
of German oxalic acid laid down In this country would be 10 cents per pound,
or about 7 cents per pound less than our )resent inanufacturing cost.

Our cost sheet shows that we use raw materials to the value of 7 cents per
pound. At least 30 per cent of the cost of this material Is represented by
labor, or about 2.1 cents per pound. Adding the cost of direct labor at 0.4 cents
per pound the total labor costs entering into 1 pound of domestic oxalic acid
approximates 8i cents per pound. According to the latest figures available
this is ten times greater than in Germany. In brief, we are paying over 7
cents more per pound for labor than our German competitors.

3IL'THIODS OF FOREIGN COXI'ETITION.

German oxalic acid was sold in this country during the last few months of
1920 at prices ranging from 15 to 19 cents per pond, which was so far.below
our cost of production that it was Impossible for us to weet such price, and It
became necessary, therefore, to discharge our men and to suspend factory
operations. While prices as low as 15 cents per pound were quoted, our advices
from the United Kingdonu and from iersnany were that oxalic acid was being
sold in those countries tt ite same time at a )rice eual to 30 cents per pound.
It Is quite evident, therefore, that these goods were dumniwd on the United
States market, probably to get rid of surplus stocks, and also to put the
American manufacturer out of business.

Not having been in the business prior to 1914 we dil not conie ini contact
with such unfair and destructive business methods until lately, but we refer
to hearing on 1H. IR. 4870 June 10, 11, 1919. where the representative of the
American Alkali & Acid Co. testified that during the years 1909 to 1914 they
had lost on an average of- $100,000 per year because of the market conditions
created by importation of oxalic acid of German origin.

We also quote from an article of A. Mitchell Palmer, former Allen Property
Custodian, written in the Saturday Evening Post of July 19, 1010, which refers
to oxalic acid, as follows:

"In 1901, when there was none of It produced in ibis country, it was sold by
the Germans at about 16 cents. Two years ister, when the American Alkali &
Acid Co. began producing. fhe price was at once dropped to 4.7 cents, at about
which point It remained for four years, when the American company shut down.
Thereupon, the Germans jumped the price to 9 cents. When the factory reopened
the price was lowereil again, and in 1908 the American company failed."

The record Is quite complete as to the destructive effect of this foreign coin.
petition on American manufacturers.

TIHE PRESENT hATE OF DUTY OF I I CENTS PER POUND AFFORDS ONLY ONE-THIRD OF TiE
PROTECTION NOW THAT IT DID IN 1913, WHEN IT WAS ENACTED, AND IT WAS INADE-
QUATE THEN.

The United States Tariff Commission, in "Tariff Information, Series No. 13,"
gives the approximate value of oxalic acid during the prewar years-1911, 1012,
1913, and 1914-at approxiately 5 cents per .ound, so that a duty of 1 cents
at that time was equivalent to an ad valoren duty of 30 per cent. To day our
actual cost of manufacture is approximately 17 cents per pound, and the lowest
price at which the product was dumped during the months preceding May, 1921,
Vn the American market was 15 cents per pound, and the duty thereon of 11
cents per pound, therefore, represented an ad valorem duty of only 10 per cent,
Instead of 30 per cent, the duty fixed by the act of 1013.

This rate of duty afforded inadequate protection at the time It was Imposed,
and it affords less protection now.

Nothing less than continuance of the existing i1ceate control, pending the
enactment of the now permanent tariff law, can prevent the renewal of German
domination of the American wark:et for oxalic acid, and the destruction of the
oxalic acid industry In this country.
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The CJ AIRMAN. The next gentleman to be heard is Mr. S. Iser-
mann, of Springfield, N. J.. representing the Chemical Co. of Amer-
ica and other manufacturers.

STATEMENT OF S. ISERMANN, SPRINGFIELD, N. J., REPRESENT-
ING THE CHEMICAL CO. OF AMERICA AND OTHER MANUFAC-
TURERS.

The C[A.3t.A.N. Are you in the chemical business, Mr. Isermann?
Mr. ISERAN N. Yes, sir; I am.
The CHAuIRAN. What chemicals does your concern manufacture?
Mr. ISERIVAN.N. I represent here the Chemical Co. of America,

manufacturing dyestuffs and intermediates.
The CHAIRMAN. Will you submit your views briefly to the com-

mittee?
Mr. ISEll>,N. Ili the first place. Mr. Chairman, I want to state

that a have a letter here signed by 65 manufacturers, which I would
like to read to you. I di 'not tbink I was going to be called this
afternoon, Mr. 'Chairman-

The CHA IRM3A. All right; if it is not convenient at this time-
Mr. ISEI IANN. Yes; it is convenient. 'I did not know I was going

to be called at this time, and for that reason I am not quite ready;
but I will proceed.

The letter to which I refer is as follows:
TIm lE CIES1CAL CO. OF AMIERICA (IxC.),

.Vcv Y'ork, Auu!t 3, 1921.
Senator BowFs PENxROSE,

Chairman Scnate Finance Commitice, 1l'ashth fon, 1). 0.

DEAR SIR: In conneflion with the consideration of the chemical schedule of
the pending tariff bill. It has been persik4ently alleged in tile press an(d by
speakers that there is danger of creating a dye null chemical monopoly in th.s
country through the aid of the selective-embargo provisions of the bill.

.N'othlng, In fact, can be further from the truth.
As a snialler American ianurfacturer of dyestuff intermediFates, dyestuffs,

drugq, and coal-tar aromat ics, I declare that time only monopoly to fear In
the coal-tir chemical Industry Is the great German karlel, the largest cienileial
combine lit the world, the ineinbers of which have contracted tile pooling of
prolits for a period exteniding to the year 2000. or for 79 years from late.

This ionoi),ly is a ti'eat and luenMae to our organic chemical Industry be-
cause of the long-Ideveloped skill anl abnormally low costs of production due
to cheap raw material lnd labor. It Must n1ot be forgotten thatt til' raw 11-
terlals requir d by that Industry In (Gerniany are all or practically all obtain-
able within the Ger'man borders, and on amount ot tie sinall wages and a
depreclatcd currency no tariff rates wht1chi wolild serve to protect other Alieri-
can Industries will adequitely protect the coal-tar Industry for several years
to come front the destructive competition of the comnbiel forces of tile German
chemical manufacturers.

Since tile war depr-ivet Germany of control of the American market, we have
been andi are still manufacturing dyestuffs and other coal-tar chemicals, and
smaller iiad larger manufacturers together have been Instrunental in building
tip a self-contained coal-tar chemical Industry in the United States since and
durIng tile war. We have no fear that the two or three larger American con-
cerns can or will destroy our business.

The report of the United States Tariff Comlmission, released to tie press
July 11 last, completely disproves the existence of a monopoly In the coal-tar
cienlical Industry in the United States. It says:

"The total nlllber of firms engage(] il the production of coal-tar products
in 1920 was 213, while those companies engaged In the manufacture of dyes
alone numbered 82."

The signatures hereto attached of tile Independent anl( competing concerns
is self-supporting evidence of the statement made by tile Tariff Commission.
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'These 1. i'iiieris whose signatures are affixed are wholly Independent and to so
large an extent competitors that the accusation that there Is a chemical nio-
ropoly Is utterly absurd. This accusation Is made mostly by Importers for the
rimrio.-e (of miisleadhiig ran(1 confusing the Issue.
As i representative smaller manufacturer, I state emphatically that unless

we tre entirely snfeguarded from the German monopoly by ani embargo pro-
visiol for a limited ni)imher of years agaist forelil eoal-tar chemicals that we
are si.uctssfimy making here, we will be forced to close our doors 0n( abandon
proli( thlm.
The Tariff Commission reports that Germany has already regained the con.

petltive markets of tle world. Our exports for April and May, 1921, as against
those of flie mrrespolijling months of 1920. have dropped by more than 80 per
cem'i. amid If the Ameriani market beconmes til. temporarily competitive Ger-

nmiy will i0sorb it completely amid a foreign itionopoly will be our only source
of v'otI-talrl Chemicals.
4i rta Britain, 1'rin(ce, mid Italy have already closed their markets to foreign)

dlye. 11ml coal-tar temimls I)v simIlar milethods to those which are sought In
the h'rre sts of tIme American hiflustry. Great Britain, France, and Italy have
(lwvol thelr lnirkets to our coai-tar dyes and other organic chemicals except
by qp.chl permit. Why, then, should we by failure to adopt similar methods
desiroy limt which it has taken us several years to build up?

Allachil hereto is a lifst of coal-tar chemical manufacturers Independent of
ie tWO * thrm e lrell'gr cOJlIs. These manufacturers, after two years of

Ferb-u's thu'imght -Ind consideration, have come to the conclusion that only ade-
quate protective Imeas.ures of the type suggested will keep the Industry Ii the
Vmit-! St.ts; therefore It Is up to Congress to decide whether it wants the
iilil ry to co'ltliml lere or not.

Yurs, very truly,
S. I'StnRMAxx, Pfreident.,

I wait to say this. Mr. Chairman. that we have 65 sigmmitures to
thi, letter. 1 do not suppose you want me to take u1) the time to read
tirot list (if nales. 'lhy i;jme from every State and they are ex-
:ncliv what is stated in the letter-manufacturers of 1ll sorts of coal-
tar r1li, licals in addition to dyes.

Selitol McCUi,1Ei9t1. h'ley may be inserted in the record.
(Thme list of names referred to is as follows:)
:eaver' Chmihial C., Valter hlelhdeke, miianitfactilrers of dyestuffs Il Ilter-

isi.diates, 106 Wall Street, New York City. (Fatlory, IDamascus, Vl.)
Texmlel Chlinmlal Co,, S. i)aniel i"isher, Iilsmil.factulrers of dye.,t ll".s, IGS Witter

Str(et. New York Cily. (Fa.tory, Jersey City.)
Comiionwealth Chemiical C(,rporatiol. A. Mi. Maylind. mijaimilftillers (of Iri-

funery iaterials, flavors, (11gs, alml (sluihihol sub'stilt te, 15 Park Row, New
York City. (Factory, Newark, N. Y.)

Iteliamce AnilIe & Chemical Co., Ilerherl J, Ie.tne, m um1faclurers of dye-
stuffs, 15 William Street, New York City. (Factory, 1'oitghkeep-sie, N. Y.

Aths Color Works, Phililp WV. Zolel ; E.1. I.- Lmidolt, secrettay, nIIa IIfitmrers
of dyestufls, 417 Ilamllton Avenue, Brooklyn, N. Y.

Debrook Co., )avid lrooks, Jr., mamnufsct(.ers or dyestuiffs ,min iterei rates,
1105 Metropolitan Avemmue, Brooklyn, N. Y.

[i1cks-David Co., C. Chri-stia. manufacturers of (dyestuffs, 19-21 North Moore
Street. New York City. (Factory. Chi(v go I elghts, I1.)

Tower Manufacturing Co., 1). 1I. Jolis, nmanufleturers of dyestiffs, Imter-
mediate.,, al(] (Irtigs, 552 'earl Strtvt, New York City. (Factory, Newark,
N. J.)
S(Irasseli Chemical Co.. Roger Wallhal, immuifncitnrers of dyvst',tffs amid iter-
lit'diatem, 117 I1lkon Street, New York Cily. (Factories, New \vsrk mid New
Jersey.)

ithodla Chemical Co., A. C. Rtobertson. 1it)f;I turers of Jih ogrsiaplile Ima-
terials, drugs, chemicals, aimd tila-oring.;, SO Fulton Street, Nev. York City.
(Factory, New Brunswick, N. J.)

Shewin-Wilfmils Co., A. W. Steadhl, mnalmlfactim'ers of dyestilft's amm1l 1a11fs,
115 Broadway, New York City. (Factories, Cleveland and Chicargo.)

Buttcrworth-Judson Corprration, F. H. Signer, iminufiturers itc'rmiediates
amd dyes, 61 Broadway, New York City. (Factory, Newark, N. J.)
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Hooker Electro Chemical Co., S. A. Ward, manufacturers Intermediates and
dyes, 25 Pine Street, New York City. (Factory, Echota, N. Y.)

Zinsser & Co. (Inc.), F. Z. Z'nsser, manufacturers of photographic chemicals,
dyestuffs and intermediates, lHastings-on-lludson, N. Y.

Condensite Co. of America, K. Brown, manufacturers of synthetic resins,
Bloomfield, N. J. (Factory, Wyandotte, Mich.)

Gaskill Chemical Corporation, Robert Merrhliew, manufacturer of fur dyes
and intermediates, 157 Spencer Street, Brooklyn, N. Y.

American Nitration Co., A. Weeks, manufacturers of Intermediates, River
Road, Nutley, N. J.

The Wilbur White Chemical Co., W. E. Bridgeman, manufacturers of hinter-
mediates and fur dyes, Oswego, N. Y.

Atlantic Dyestuff Co., Albert C. Burrage, manufacturers of interuMedaites and
dyestuffs, 88 Ames Building, Boston, ,Mass. (Factories, Burrage, Mas., and
Portsmouth, N. H.)

United States Color & Chemical Co., John O'Day, manufacturers of dyestuffs
and intermediates, 93 Broad Street, Boston, Mass. (Factory, Ashladl. Ma.)

Independent Coal Tar Co., N. M. Caton, manufacturers of dyestuffs anti inter-
mediates, 26 Broad Street, Boston, ,Mass. (Factory, Taunton, ,Mas.)

Essex Aniline Works (Inc.), N. W. Hyde, manufacturers of dyestuffs and in-
termediates, 88 Broad Street. Boston, Miss. (Factory, South Middleton, Moss.)

Hub Dyes Stuff & Chemical Co., Richard Baybutt, manufacturers of dye-
stuiffs, 595 East Seventh Street, South Boston, Mass.

Newport Chem!eal Works (Inc.). J. F. Black!e, manufacturers of dyestuffs
and Intermediates, Fiirt Wisconsin National Bank. (Factory. Milwaukee,
Wis., Pas c. N. J.).

Transatiantic Chenic;!i Corporation, E. B. Clary, manufacturers of inter-
mediates, Linden, N. J.

Trico Chemical Co.. It. J. Waiters, manufacturers of dyes, 502 Iroquois Build.
ing. Buffalo, N. Y.

Connecticut Metal & Manufacturers of Dye Chemical Co., William T. Row-
land, president, manufacturers of dyestuffs and intermediates, New Britain,
Conn. (Factory, East Berlin, Conn.)

Standard Chemical Co., M. Szanmtolskl, president, mamaufacturers of syn-
thetic chem!eals and drugs. (Factory, Bayonne, N. J.)

Antoine Chir's Co., B. T. Bush. president, manufacturers of synthetic, aro-
mimtie chemical. drugs, and solvents. (Factory, Delawanna, N. J.)

McKesson & Retiins (Ime.). Donald McKesson, secretary, manufacturers of
drugs. (Factory, New York City.)

Rediant Dye & Color Works, Jolhn Michel, manufacturers of dyes and in-
termnedlites, Brooklyn, N. Y.

Peerless Color Co.. It. W. Cornelison, manufacturers of dyes and inter-
mediates, Bound Brook. N. J.

American Vat Color Co., M. LaPorte, president, manufacturers of vat colors,
Chicago, I1.

Beaver Manufacturing Co., Phillip It. French, treasurer, manufacturers of
dyestuffs, Bellard Vale, Mass.

Raritan Aniline Works, A. B. lamby, manager, manufacturers of inter-
mediates, New Brunswick, N. J.

Noll Chemical & Color Works, Frederick E. Grant, vice president. manu-
facturers of dyestuffs. New York City.

International Consolhhted Ciemical Corporation, E. L. Kincaid, nmaufac-
turers of drugs and intermediates, 11 East Thirty-sixth Street, New York City.
(Factory, Long Island City, N. Y.)

John Campbell & Co., George H1. Whaley, manufastrers of dyestuffs and inter-
mediates, 75 Hudson Street, New York City. (Factory, Newark, N. J.)

Amalgamated Dyestuff & Chemical Works (ite.), (leorg, 1I. Whaley, nanu-
fneturers of dyestuffs and intermediates, 75 Hudson Street, New York City.
(Factory, Newark, N. J.)

The Republic Color & Chemical Works, George II. Whaley, manufacturers of
intermedfatcs, 75 Hudson Street, New York City. (Factory, Reading, Pa.)

British American Chemical Corporation of New Jersey, B. R. Wolfner, manu-
facturers of drugs, flavoring, and intermediates, 109 Beekman Street, New York
City. (Factory, Ridgefleld Park, N. J.)

Van Dyk & Co., M. Isermann, manufacturers of perfume material, flavoring,
and drugs, 4 Platt Street, New York City. (Factory, Jersey City, N. J.)
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Ultro Cietn~el Cor poritlon, R,. A. Staber, manufacturers of Intermediates nid
lakes. 41 Unlon Square, New York City. (Factory, Brooklyn, N. Y.)

Ifeller & Merz, William Robertson, manufacturers of dyestuffs, Intermediates,
and lakes. 338 Wilson Avenue, Newark, N. J. (Factory, Newark, N. J.)

U'liznbeth Dye & Chemical Corporation, James W. loper, manufacturers of
dyestuffs, Elizabeth, N. J.

Dye Products & Chemical Co. (Inc.), Clarence K. Simon, manufacturers of
dyesllfls ald Intermediates, 200 Fifth Avenue, New York City. (Factory,
Newark, N. J.)
Tile Sieyellh Muiifacturing Co., It. Seydel, mnnufteturers of dyes, flavoring, and

perfume material, 78-100 Forest Strect, Jersey City, N. .
lihy ChemAcal Worhs, Dr. 0. B. May, manufacturers of dyestuffs, 204 NMagara

StrL'I, Newtrk, N. J.
Altholl'o Chomeni'l Co., Scott Althouse, lmanufacturers of dyestuffs, 540 Pear

Street, lteadlg. Pa.
llahiid Aniline Co., 1. Mimpe. manufcittirers of dyestuffs, Holland, Mich.
Ma'etm Itefuimng Co.. G. 14'. Hlayward, manufacturers of dyestuffs and Inter-

mueulMtIs, Mir' Itta (ium.
Ailsfa ('hiillmm'c'l (o. lilt.), 11 Tucker, nianufactrers of ilyestuffs, 305 Broad-

way, New York City. (Factory, Brooklyn, N. Y.)
Croton ('tolor & chipmiuleal Co. (liMe.), dwaird C. Vollmner, manufantilers of

dyestulTs aind interaediufes, 203 ]Broadlway, N i York City. (Factory, Croton-
on-IJulson, N. Y.)

Pharna Chetmlcol Corlporation, Albert J. Farmner, nmniufcturers of dyestuffs9
aid internmietates, 223 Broadway, Nei" York City. lIFactory, Bayonnme, N. J.)

lorasynth I.abortitorles (Iu(.), Charles Senior, Iesident. nianfatctnrers of
syntiet-ie, filamuti(, chivieiials, drns, fnd solvents, New York City.

Synthetic Iaboratories, Nicholas D. Cherouis, mmanmiutfiletu'rers of synthetic
organic chemicals, Chicago, Ill.

g tquwni Chemiial Works, Fred T. Campbell, jpresldon t, mnnufticturers of dye.
stuffs and Intermediates, Providence, R. I.

Interstate l'rodtucts Corporation, I Herhert I,. Stoie, president, tmatifact urers
of intermedltes. Bristol, Temn.

T., M. & 0. Chemical Co., Willliam 1B. Wiitnmoe, l)rei0(101t, iumanifmicttlrers of
intermediates, and dyes, lelleville, N. J.

American Ailine 'roducts (Tie) , manufacturers of dyestuffs and interne-
diates, Iockhaven, Pa.

Nitro Products Corporation, It. S. Bicknell, ltianufacturers of intern]eltes,
Nitro, W. Va.

Southern Dystufls Co., C. I,. Masters, inanufactnirers of dyestuffs and Inter-
mediates, Nitro, W. Va.

Uniform Chemical Co., dyes and Intermediates, New York.
Calvmi Chemical Co., dyes, interwedlates, .ind drags, Bound Brook, N. J.
Coopers Creek Chmtic.al Co., interiedtlites ind limitss. Coisliohocken. Pl.

Senator McLEAN. What percentage of them are dye manufac-
turers?

Mr. ISrFICANN. We manufacture dyestuffs.
Senator M 4cE,%N. I thought you were a chemist.
Mr. ISERMANN. I am ft chemist.
Senator McLF.x.%. I thought yoit were a manufacturer of chemical

products for medicinal purposes.
Mr. IsEMAN N. Yes. I want to say to you. Senator, that I was,

before the war, manufacturing a line of perftuue materials, synthetic
aromatic chemicals, and used to iml)ort my intermediates from Ger-
inany. To establish a connection between that line anti the dyestuffs,
I will say that all coal-tar chemicals are closely connected, and the
same raw materials which are used for the manufacture of (Ives are
used in the manufacture of these other things. All l)roducts that are
used for the mnanufacture of coal-tar perfunie materials are used for
dyes, medicines, photographic chemicals, taumling materials, and so
on. As a matter of fact, I heard a gentleman say a few minutes ago
here that poisonous gases are Iot connected with coa'l-tar chemicals.

I I I
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I want to establish at connection cven with )erfunies, if you please.
Benzyl chloride, for instance, was not made in this country )efore-

the war, and when we got into the war my corlpany was the ohly corn-
pany in existence that was able to su1l)ly to the War Deparitment
benzvl chloride for training the boys ii the camps. My. benzyl
chloride was shipped abroad even-imagine out of a perflle plalt,
if you I)Iease, where it was made in small bottles. You take benzyl
chloride and make benzyl cyanide;.and from that is made a tear gas,
and from that same product we make a )erfume of roses anti other-
plant products. It shows you that there is a connection even bet ween
j)erfune chemistry and )oisoni gas. How anyone could get up here
and state that the coal-tar chemical industry is not connectet with
poison gas I can not understand. I have a little statement that I
would like to read and explain as I go on.

Senator VATSON. Where is your plant?
Mr. ISER3MANN. Springfield.:N. J.
Senator WATsoN. You have but one l)lant?
Mr. ISEWMANI,. I will tell you that before the war I manufact ured

sN'nthetic perfume materials, a few made from coal tar; that is. I
manufactured I)erfume materials and used to buy my intermediates
from Germany. During the war we had to build a l)lant to mnalnu-
facturo intermediates. but that was before we got into the war. The.
pl)ant is in Jersey City.

Senator WATSON. )id y make your own intermediates?
MIr. IsnElI ANN. I make my intermediates there now.
Senator LA Foylmrrk:. Wh)at did you manufacthire in that plant ?
Mr. ISEJn. . In Jersev City?
Senator LA FoimrA rPE. Yes.
Mr. IsEMAN,. You mean, during the war?
Senator T% Fom.vrTr. Yes.

Mr. sE:nN,,. We made, for instance. a lroduct known as benzyl-
benzoate, which is a lperfunme solvent. During the war it develol;ed'
that that product was the best. solvent or high-boiling coml)ound in
(lie waterproofing and fireproofing of aeroplane wings. We were.
the only manufacturers at that time. Mind oin, a 1)erfunie plant, a
plant making perfume materials, was the only plant in the United

States that was able to sul)plv that material. benzyl-benzoate and
benzyl-twetate-and bith ar' ierfitnu. materials and used for aero-
plane mnhufacture.

During the war Dr. Macht. of Johns Hopkins University, found
that benzvl-benzoate was a wonderful nonpoisonous substitute for-
opium, and this drug to-day is one of the most important drugs that
is being used in the UnitedStates.
Senator WATSoN. For what?
M1'. ISERMANN. In lace of morl)hia and in Iplace of opium; and it i.%

bing used to a much greater extenit than any drug that ever came.
over from Germany.

I would like to make a statement, if you gentlemen will allow me.
for just a few minutes. I thought that I (lid not want to take ulp
your time by saying too much on dyestuffs. although, if you want me.
to tell you the kiml that I manufacture I am ready to tell yoln aWi
about it.
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Senator WATSON. I think the Senator asked you that question.
Mr. ISERMANN. We specialize in acid colors; that is, the Chemical

Co. of America, in Springfield, N. J. We make a line of acid colors,
the finer type of colors used for dying wool and silk.

Senator IA FOLLEIrE. When did you establish that business?
Mr. IFERMANN. In1 1915 we started in to make picric acid for the

French Government; that is, around the middle o 1915. We used a
process that was not used in this country. We used the aniline
process for making picric acid, and we were the only plant that used
that process. In that way we got into the aniline (lve business. In
the manufacture of dyestuff intermediates we made a most varied
line, although we were a very small concern.Senator lhA FOLL. . fiowy many plants did you have prior to the
beginning of the European war in 1914?

Mr. ISEn.MANN. I only manufactured, as I stated, these perfume
materials.

Senator LA "OLLmTxr. How many did you have at the time the war
closed on November 11, 1918? How many additional plants did you
have?

M1r. ISERIMANN. Two plants.
Senator LA Foji:."rrr. Two additional plants?
Mr. ISEIVIIANN. Only one additional plant; one manufacturing per-

fume material and tlhe other pbant making dyes, two separate com-
panies. I am running both of them. I am the chemist for the
plants. I am president of one and the secretary and treasurer for the
other company. One company is a very small company, because the
perfume business is not a very large biisiness but it is important. It
is a highly specialized business, and it is possibly the most intricate
chemical business in the world.

Senator L.t I,rTE. You are speaking of your original plant?
Mr. IsERMANN. Yes, sir.
Senator LA FOLLETTrE. The plant that you developed during the

war was much more important?
Mr. IsERMANN. It is a, larger plant.
Senator LA Foy.r,'rr. Larger in what sense?
Mr. ISERMANN. Larger and of greater importance to the welfare

of the Nation, if that is what you are trying to get at, Senator; but
the industry must be considereil as a whole.

I want to say that the witnesses called by your committee up to
now have discussed the question of a coal-tar chemical industry
principally from the viewpoint of the manufacturer of dyestuffs.
It seems to me that very important items belonging to the coal-tar
,group have not been seriously enough considered by your committee.
In view of this I feel that "I will take up a few moments of your
time to discuss with you most intimately the matters of other coal-
tar chemicals which are not directly connected with the dyestuff line.
, The Tariff Commission in its 1920 report, on page 11, in describing
the coal-tar industry, speaks of dyes and other finished products.
In explaining it says that the term of "other finished products"
inchrdes colored lakes, photographic chemicals, medicinals, flavors,
perfume materials, synthetic resins, and synthetic tannning mate-
rials. This list includes practically all of the coal-tar products
which might be called finished materials whicl are now being suc-
cesfully manufactured in the United States.

I I I PAM I
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It strikes me that the manufacturers of medicinals, who have
made such wonderful strides in the United States since the war,
would be placed in a most serious situation unless adequate protec-
tion is given to that industry, and I would call it almost a calamity
to the country if this most important branch of the organic chemical
industry is destroyed.

I want to emphasize here that the gentleman who spoke before
me-that is, Dr. Du Bois, of the Monsanto Co.-represents the only
company in the United States making medicinal products before tho
war. 'They were assemblers of German raw materials, just the same
as we were assemblers of German materials in the line of synthetic
perfumes.

Senator S.NiooT. You all took the same position before the war.
You did not want any manufacturer of intermediates here.

Mr. ISFrc.tANNX. I do not believe we could have, then.
Senator SirooT. You would not let us try.
Senator WATSON. Try what?
Senator SMor. Try to manufacture intermediates and dyCs in

this country. We pu~t it in the Senate, but the House wouhl not
stand for it. There was not a manufacturer in the United States
but what was upon our backs and would not stand for it at all.
They wanted free intermediates, so as to get the intermediates and
mix the dyes and have nothing to do with it except to mix them.

Mr. ISE-.tMANN. I was not in the business then, Senator.
Senator LA FOLLEPrrE. If you had been you would have been here,

probably.
Mr. IsEIu%N..NN. I suppose I would, Senator.
Senator WATSON. I have no doubt about it.
Mr. ISERMANN. I, for one, feel that the production of synthetic

drugs is of much greater importance than the production of dye-
stuffs or Ohe production of any other coal-tar chemical previously
mentioned, because on the development of the coal-tar drugs depends
the health'of our Nation. and if it were not for the manufacturers
of drugs the health of tile Nation during the war would have been
most seriously impaired. It must be understood, however, that in
considering any part of the coal-tar chemical industry due con-
sideration must be given to the dyestuff industry, for'the reason
that unless there is a complete dyestuff industry in this country none
of the other mentioned industries would have a chame or an ex-
cuse for existence, because without a fully developed dyestuff in-
dustry none of the other industries could exist.

Senator WATSON. I)id .you make any synthetic chemicals at all
during the war?

Mr. ISE11MANN. I made certain perfume materials. The Monsanto
Co.-I do not want to speak for that company, but I know pretty
nearly everything that is going on in that line; I am a jack-of-all-
trades-the, used to make intermediates-

Senator WATSON. Were there no synthetic drugs made before the
war in tihe United States?

Mr. IsrRNMANN. Phenolplithalein was made, and saccharin, which
is more of a flavor than a drug; but it is also a drug used for dia-
betes; also acetphenetidine was made here. They did not need much
of a plant. They bought out a match factory. "I do not want to be
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discussing other people's business, but they bought out a match fac-
tory in St. Louis. It was the cheapest place they could get.

Senator WATSON. The synthetic drugs that are now being made in
the United States grew out of the dye industry?

Mr. IsEmtANN. Yes, sir; absolutely; because without the dye in-
dustry these industries cvuld not exist in this country, because they
would have to import the intermediates from Germany or from
some other foreign country that would make them.

The crudc s and intermediate products used for one industry are
part and parcel of the other industries; the so-called dye inter-
mediates are just as useful and necessary for the production of
medicinals, flavors, and photographic chemicals, and so on, as they
are for the actual creation and production of the different colors or
dyes.

Gentlemen, I want to say a few uords regarding that. I have been
listening here for quite a few days, and there seems to be an im-
pression created that Germany sold things awfully cheap and that
the Americans charged big prices. I want to say a word regarding
that impression.

The question of difference in cost of production and prices charged
previous to the war and now on some of the coal-tar chemicals brings
to my mind the fact as to whether your committee feels that the
American p rices charged now are rather high and that the foreign
prices or German prices were always low or reasonable. In view
of this discussion I want to point out to you that the opposite was
usually the case; that the German manufacturer when hi had a chance
always too!k advantage of charging the foreign consumer high prices.
This is especially true in the case of drugs.

The drug phenacetine, which was first introduced during the influ-
enza epidemic of 1891 by Bayer & Co., large dyestuff manufacturers,
was sold at wholesale to druggists at $1 per ounce or $16 per pound in
the United States of America. The price was kept up for approxi-
mately 17 years, which is the life of the patent. During the same
time the price in Germany by the original makers (Bayer & Co.)
was less than $2 per pound and $4 per pound in Great Britain and
Canada. As a matter of fact, the customhouse entries at New York
wou!rl show phenacetine was entered at about $1.92 per pound and
sold at wholesale at $16 per pound. Imagine, then, a product made
by the selfsame manufacturer sold at $2 a pound or thereabouts in
Germany and $4 a pound in England and Canada and $10 a pound
in the nited States of America. If this can be called selling at
reasonable prices I would like to know what one would call
profiteering.

A personal touch to the story might lend additional color. On or
about 1898 1 got an idea that Iwould import phenacetine from Ger-
many, which I did. The product was bought through a brokerage
firm from the original makers and was brought into this country,
but no sooner was it landed here when I was promptly stopped from
disposing of it by the Bayer Co. The reason given was that I had
no right to sell thisproduc't in the United States because the name was
registered here and only tile original makers or their agents had a
right to handle the product. My argument that I had bought the
product from the original makers was of no avail and I promptly had
to give up the idea of handling or disposing of the phen-cetine.

81527-22- F:-10
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As a matter of fact, I lost money on it because I sold it to the origi-
nal makers.

I next tried to import the same German Bayer phenacetine from
Canada, for which I paid $4 per pound. My experience in this case
was the same as when I got it from Germany direct, with the one ex-
ception that the German agents here, through their attorneys, ac-
cused me of smuggling the product from Canada, and upon showing
customhouse receipts that I had bought it and paid the duty on my
purchase price, which was $4 per pound, I was promptly served with
an injunction which prevented me from disposing of the product to
anyone but the original owners here.

I believe that this will give you some idea of the methods used by
the German manufacturers of coal-tar chemicals previous to the war,
and you must bear in mind that most of the medicinal products were
created, produced, and sold by the dyestuff manufacture -s of Ger-
many.

Senator WATSON. They actually got out an injunction against youI
Mr. ISERMANN. Yes, sir.
Senator SnrooT'. I have heard this story in connection with every

tariff bill we have had tip since I have been in the Senate. Is there
any other article with reference to which Germany has treated the
American purchaser in the same way?

Mr. ISERMANKN. Every drug, Senator Smoot, that the German manu-
facturers turned out in Germany previous to the war, the average
price was always between $16 and $25 a pound, excepting aspirin,
which was the cheapest thing they produced.

Senator Siio-r. No; I mean as to selling in Canada and England
less than in America. I would like to have another drug mentioned
for a change. We have had this one up here ever since I have been in
the Senate.

Mr. ISERM1AN.N. You did not have me before you on this matter,
and I have had personal experience in it.

They did the same thing with respect to several other drugs, as.
for instance, trional, sulfonal, veronal, etc. If you want any more
I think I can pick them out for you. That was the usual way of
doing business.

Senator S.Moor. Were you enjoined on any others?
Mr. ISPH.MANN. I did not try any more. Being accused of smug-

gling was strong enough for me. .
senator S.nor. Do von know anybody else that was enji)ined?
Mr. TsEn.. Yes; I do. At that time the business of enjoining

was very frequently done. The agents used to enjoin anybody.
Senator McCu,.si |nR. Did they charge greaterprices for the 'Inited

States trade than for England andl Canada on these other products?
Mr. JIIsMR.ANN.. They usually did, Senator, because they had better

patent protection here than t'hey do in England. Aside from the
patent protection, they had a selling ageny protection-a name pro-
tection-and, due to tint, they coulI charge higher prices.

Senator S.ktooT. Was it not on account of a working requirement
on an English patent, and they were compelled to make those in
England?

Mr. ISERMIANN. I think you are right, Senator. I guess that is
correct.

r, p
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To show, however, that the coal-tar chemicals were not their only
field where they got their large profits, my experience has taught me
otherwise.

This is a pretty bad one, and you might feel that it is more than

around 1905Y entered into the manufacture of a violet perfume
material which was then known as ionone. This was not a coal tar
but a synthetic organic chemical. The product was patented in this
country and sold at $110 per pound for a 10 per cent solution or $1,100
for 100 per cent. The purchasers of this product used to value it so
much that when bought it was safely locked in safe-deposit vaults.

A great deal of controversy had arisen on the question of the pat-
ented process, and it was claimed by a great many chemists and manu-
facturers that the patented process was not the real process used for
the production of this chemical body. We tried and eventually pro-
duced this body by using an entirely different process than was de-
scribed in the patent and succeeded in producing a product at a cost
of $40 per pound.

Senator LA FOLLETE. What did you sell it for?
Mr. ISERM3ANN. $75.
Senator SitooT. Was it as good as the German product?
Mr. ISEIMANN. It was. Now you are touching upon my pride. I

at that time said it was better.
Senator LA FOLLErE. You got the German habit of taking a pretty

good profit.
M. ISERBIANN. I do not think that $35 is very greit.
Senator LA FoLLm'rE. $14 a pound?
Mr. ISERSIANN. No; I said $40 a pound and sold at $75 a pound.

As a matter of fact, the cost of doing business in that line is very,
very high. You have got traveling expenses to pay. One purchaser
might be in New York and the next may be in Rochester, and an-
other fellow may be in Chicago. You have no business between those
cities. It is very costly to do business, and in those days everybody
was fighting the chemist or chemistry. People were afraid of any-
thing connected with chemistry. It was awfully hard to sell cheni-
icals, especially those made in America, and I was the first one, or
practically the first, in the United States to start that.

Senator MCCUMBER. Do you know what it cost the Germans to
produce the product which they sold for $1,100 a pound?

Mr. IsFnMAX.N. I believe they know as much about their business
as I did, and evidently it never cost them more than $40 a pound.
That is all it cost me.

Senator LA FOLLmrTE. You made it by an entirely different process,
Mr. ISERMANZN. I used the same raw materials, Senator.
Senator LA FoLmrEE. But a different process of manufacture?
Mr. SE RFANN. I will explain if you would like to know.
Senator WATSOn. You made it from a different formula?
Mr. ISERMANN. I had a different formula; yes, sir.
Senator SzooT. After you made the article what did Germany

sell it for?
Mr. ISERM AZrA. I am coming to that.
Senator McLEAn. Let the witness state it.
Mr. TsesrMANN. Our sales price adopted was $75 per pound. After

a short while we were enjoined by the German patentees and ac-

I P
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cused of using their patented process. We then proved to the con-
trary, and therefore the suit was temporarily won but the foreign
manufacturer later on brought a new suit where they claimed that
we used another patented process of theirs, which was wrong, but
nevertheless the suit was decided in their favor. However, the
result was that we succeeded in breaking the patent and the original
patentees immediately reduced their price even below our cost.

Senator McCuBIBEi. Reduced it to what?
Mr. ISERMANx. They started in selling it at $35.
Senator MCCUMBER. From $1,100 per pound?
Mr. ISERBIANN. Yes; to $35 per pound. And for your information

I will say that the product is to-day being sold at $10 a pound, a
very good product, a much better product than the one they sold
at $1,100.

Senator LA FOLLErrE. Do you manufacture it more cheaply than
you did?

Mr. IsER3IANN. Yes; because we have learned more about it.
We used to get 25 per cent yield. To-day we are getting 75 per cent
yield. That is the whole tick in chemistry, and that is the reason
we can not compete with the Germans to-day. It will take us a long
time, several years, before we will be able to compete with them in
the manufacture of certain chemicals.

Senator LA FOLL'rrE. What does the product that you sell at $10
a pound cost you to produce?

Mr. ISE.RMANN. About $8. The drug has increased in consumption
considerably, and in that way you can afford to sell it at a smaller
profit.

Senator LA FOLL'TIE. Your production is larger?
Mr. IsERMANN. Yes. But, on the other hand, we have possibly

six or eight manufacturers in this country making practically the
same thing. It is used producing certain odors. There is *quite
a variety of this type product.

I am sure, had we not started in this country to make a similar
body, no one knows for how long the American public would have
been held up to that price, and to-day, unless we make sure and
give the American organic and coal-tar chemical industry the kind
of. protection which it needs and deserves the same methods are
going to be tried and successfully used on the American people.

While these two illustrations ought to suffice I would like to state
to the committee that, as a matter of fact, there were but few products
especially in the drug field, introduced into this country by the
German manufacturers which were sold at reasonable prices. To
name them, we will say phenacetin, which was mentioned above, sold
by the patentees at $16 per pound; less than $2 in Germany; $4 per
pound m Great Britain and Canada, and now being manufactured in
the United States and sold by American producers at $1.65 per pound.

I want to say that I do not manufacture phenacetin. I know how
to make it, but I am iot making it.

I would like to quote from page 527 of the dyestuff hearings held
by the Senate Committee on Finance in 1920-

Mr. CHoATE. It is the Switzer report made by Switzer, an Ameri.
can chemist in chief for the Bayer Co.

Mr. ISTuMANN. He was their specialist. I knew Dr. Switzer. He
was a specialist in the drug line, and he held all the Bayer patents
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together here so that no one could break them with a gun. He was
the expert in America for holding German patents, and he certainly
knew how.

Senator LA FoLum. What became of them?
Mr. IS.itMANN. The Bayer patents were sold to and bought by the

Grasselli Co or, rather, the Bayer Co., of the United States.
Senator WATSON. Were not those part of the patents taken over

by the Alien Property CustodianV
Mr. I8EBlANN. Yes, sir.
Senator WATSON. And restored to the Grasselli people?
Mr. ISIRMANN. I think the Grasselli people divided it up.
Senator WATSON. Was it not decided that they had only a nuisance

value?
Mr. ISERMANN. The Grasselli Co. still have a few patents, especially

in the dyestuffs line.
Senator WATSON.- In most cases they left out some of the formula,

so that when they came to produce them in accordance with the
formula they found they could not because certain steps in the
formula had been omitted?

Mr. ISEIMANN. That is right. As a matter of fact, if you want to
follow a patent, a German patent, or, for that matter I believe some
of the other foreign countries use the same method-if you are trying
to make something in accordance with the patent you will findthe
drug or other product will cost you $5 a pound and the patentee will
sell it at 50 cents. It might take you five years to reach the point
where you can sell it at 50 cents, because something of great im.
portance is left out.

Senator SzooT. Do you mean to say that the German patents got
from out Patent Office were not complete?

Senator WATSON. I mean that the patents taken over by the Alien
Property Custodian were not complete. Some of the steps were gone.
Then the chemist had to go to the laboratory and work for a great
length of time in order to discover the missing steps.

Senator Sroor. The patent never would hold then.
Senator WATSON. It had only a nuisance value. That is the point,

exactly. As to many of them, all in the world that they were good
for was tb be held so that no action could be brought for infringe.
ment of the patent.

Senator LA FOLtrrE. I do not see how they could sustain the
action, then.

Senator McLEAN. It would make the stuff, as I understand it, but
it would make it in such small quantities that the Americans could
not work it. Is that your point?

Mr. IsER1ANN. If you will allow me I will explain that.
To illustrate, you start in to manufacture a drug A, and in the

drug A you use five materials, we will say; it does not make any
difference what the product may be. You put them all together, and
the process states that you should boil it at 60 degrees for 24 hours.
You do that and you get the product, but you get 5 per cent instead
of 75 per cent. 1 y the addition of a wire nail, a little piece of iron,
your yield will rise from 5 per cent to 25 per cent; and if you happen
to find that nickel will be a better thing, you add a little nickel, and
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that might bring you another 25 per cent. But it takes you years to
find it out, and that is the reason that those patents are practically
worthless. They give you an idea, but that is all.

Senator LA FOLLETFE. Do you mean to say that an American
manufacturer working, out a complete formula which would give
him, say, 60 per cent or 75 per cent, could be enjoined and the in-
junction maintained on a suit based upon another formula?

Mr. ISE1R3AXN. NO; it is not another formula. It is the same
formula, because the basic patent is their.. Some time the patent is
on the product. On the basic patent everything hangs.

Senator WATSON. The patent is on the product; not on the quan-
tity, but on the product itself.

Senator S3ior. It is on the process.
Mr. I8ER.%1AN..J. And on the product, both.
Senator LA FOLLUTrF,. If you make it by a different process I do

not believe you can be enjoined from making it. •
Senator WATswo. If you had the formula, and the patent is on the

formula, then they could not sue voir for using it-
Senator Sro(or. If you madeit under another process you could

not be enjoined from ainking it.
Senator MCCUMBRR, But you would have to find the other process.
Mr. CHOAT.. The patent covers the process, whatever the product

produced. A number of these patents cover products; more cover
processes. These particular patents were product patents, and the
process was purposely made imperfect in some cases.

Mr. Is AN,. Tley had both, Senator. They had product pat-
ents and proce," patents.

Mr. CHOATE. We are the only country that has product patents.
Mr. ISERMIA XN. That is correct, and that is why they had such an

easy matter to charge us high prices when they wanted to.
I would like to read a few lines of this report, if you do not

mind, gentlemen. This is by Dr. Switzer, who represented Bayer in
1916. That was during the time when the tariff bill was discussed
here, I believe:

The manufacture of the derivatives offers much greater difficulties for an
industry still in the process of development, for the reason that such an in-
credibly large variety of products Is necessary. In a well-developed Industry
like that of the Gernians a technical use is found fit the end for all these
processes. 'In a les well-developedl Industry, In an Industry which Is only in
the process of development, great hindrances stand in the way of utilization of
these derivatives. Many can not be used at all, and those become waste prod.
ucts. The price of these derivatives which can be utilized Is therefore In-
creased to an Incredible degree.

That confirms the statement that Dr. Du Bois made for the Mon-
santo Co.

Antipyrin is another useful and important product or drug which
was sold for 15 to 20years at around $20 ;er pound.

Senator WATSON. How long is it going to take you to finish, Mr.
Isermann?

Mr. ISERMAwN. About five minutes, Senator. I will gladly go on
to-morrow if you want me to, but I can finish in about five minutes
unless you have a lot of questions to ask me.

Senator McCumnIFi. You may go on and finish.
Mr. ISERMANN. To-day it is being offered in this country at about

$3 per pound. The same can be said of a dozen or more drugs, and
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if the committee would like to have further proof, I will be only
too glad to furnish it. The cheapest or practically the cheapest, drug
ever introduced was aspirin. It sold between eight and ten dollars
per pound for many, many years. To-day the same product is being
sold in the American market, made by several American manufac-
turers, at 80 cents per pound.

Thus it will be seen that the sick and suffering American public
paid the freight for the foreign successes, and in that way the vast
profits made by the Germans permitted them to further experiment
and expand in the making of new products, which in turn was intro-
duced here and realized tremendous profits. Surely it was not by
selling cheaply that the Germans built up the great cartel which
to-day controls the entire chemical industry in Germany, and if it is
given a chance will control the chemical 'industry in America and
in the world. Let us remember that due to the war, which has cost
us billions of dollars and thousands upon thousands of lives, we have
succeeded in developing a real coal-tar chemical industry here, and
all we ask is the same chance as is offered to the countries of our
aIssociated powers in war, England, France, and Italy. They have
shut their doors to our products as well as to the German products,
and we at least in self-defense 'must do likewise. Therefore, it is up
to the members of this committee and to the Congress of the United
States whether it is going to uphold and help to further develop the
chemical industry in America, which has progressed to a much
greater extent thin possibly any other country in the past five years,
excepting Germany.

Veronal is an important drug which sold around sixteen to eight.
een dollars per pound previous to the war by the Germans before it
was made in this country. To-day, as I understand, it is being
offered by the Germans as'low as $4 per pound. As a matter of fact,
up to the time that the emergency tariff went into effect, the foreign-
ers were threatening the manufacturers of veronal in this country.

A great deal has been said about the exports of dyes and other
coal-tar chemicals to other countries. During the year of 1919I and 1920 the United States exported considerable amounts of dyes.
As a matter of fact, its export business was very large and no doubt
profitable. This, however, was during the time when Germany was
not able to ship goods to other countries, due to lack of shipping
facilities.

This situation has changed. As a matter of fact, the Tariff Com-
mission, in its report on dyes for 1919, discussing the subject on page
14, says that-

In estimnt'ng the sgnlfleance of th's achievement of the domestic Industry
in the exportation of dyes it should be remembered that domestic manufac-
turers during 1919 and 1920 have met little competltlon In foreign marketss
from German dyes. It should also be pointed out that any deductions as to
the eoimpettive strength of the domestic Industry which are based on exports
of dyes do not take Into consideration the fact that the domestic Industry is
still deflcent in the Important group of vat and all;arln dyes. The significance
of the's statement is borne out by the rap'd decrease In the exports of.dyes
during the first four months of 1921 as outlined above.

The comparative exports are as follows: January, 1920, $917,574;
January, 1921, $943,395; February, 1920, $1,850,662; February, 1921,
$379,10; March, 1920, $2,649,06d; March, 1921, $575,000; April,
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1920, $1,829,771; April, 1921, $305,000; May, 1920, $2,180,606; May,
1921, $28,331.

By this it will be seen that as far as the manufacture and sale of
dyestuffs and other coal-tar chemicals is concerned, the export busi-
ness is bound to dwindle down to next to nothing, and then the
American industry will have to depend entirely upon its own country
for the upkeep of the industry.

Naturally the smaller the production the higher the cost.
I want to say a few words regarding monopoly. I think I can

talk very well on that, because I am one of the smaller manufac-
turers-not the smallest and not the largest?

Senator WATSON. How many men do you employ?
Mr. ISE1RANN. About 30. We employed when we were running

full about 150 men.
Senator LA FoLLErr. What is the total value of your output in

a Year?
Mr. ISERMANN. Our output ? We have facilities for making about

a hundred thousand dollars' worth of dyestuffs per month. A little
over a million dollars about one and a quarter millions per year.

Senator WATSON. How much in your perfume plant?
Mr. ISERMANN. It turned out last year a little bit less than

$300,000.
Senator LA FOLLEITE. In giving the number of your employees

did you include those in the perfume plant?
Mr. IsvfnMANN. I did not, Senator.
Senator LA FOLLLTrE. That is separate?
Mr. IsERBIANN. Yes, sir. It is a different company. I am manag-

ing both. The perfume plant employs about 30 men when it is
running full. We have been practically shut down in both plants
for about eight months.

Senator WATSON. Do you employ men altogether, or women?
Mr. ISER ANN. Men altogether, excepting in the office, which is in

New York.
Senator MCLEAN. What do you mean by "practically shut down "?
Mr. IsR.mANN. We let most of the men go; that is, ordinary

laborers, but we have kept our staff to hold the organization to-
gether until business starts.

Senator. WVATSON. Have you any skilled chemists?
Mr. ISERMANN. We employ about 12 chemists.
Senator WATSON. Do they devote their entire time to studying the

formula, the chemistry of the processes, or what do they do ?
Mr. ISEBMANfN. They devote their entire time to research work, or

the best part of their time. We have plant men, and others are what
we call process men, and then we have what we call research men.

Senator WATSON. What do they do?
Mr. ISEJRMANN. They do research work, investigating new processes

and new products and improving the old processes.
Senator WATsoN. Do they discover new processes?
Mr. IsE MANN. I believe we have discovered one real new one.

Whether it is a new one as far as Germnny is concerned I do not
know but it is a new one as far as we are concerned. That is, I feel
there is no one in the United States using it.

Senator WATSON. Which plant was that in?
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Mr. ISERMANN. It is in the dye plant. In the other plant we have
dozens of new processes that we develop, but they uee of no great
financial value, for the reason that the output is usually pretty small.
That is, we have things that we sell in ounces and four ounces and
pounds. Therefore, even if you do find something entirely new it is
really more of a plaything for the chemist than it is from the point
of view of making money.

Senator WATSON. Are these chemists mostly employed in your dye
works or the other plant?

Mr. JSERMANN. I have five or six chemists in the other works.
Senator WATSON. What do you pay them a year.
Mr. ISERMANN. The chemists run from three to six thousand dollars

a year; and then we run on a kind of a royalty basis. That is, we
pay the men who have invented the process or have improved the
process a royalty of so much a pound on what is turned out in the
plant.

Senator WATSOn. Has each plant a chemical laboratory in connec-
tion with it?

Mr. ISER[ANN. Yes, sir.
Senator WATSON. In which these chemists are constantly at work?
Mr. ISERMANN. Yes, sir. And I will say something about myself.

I have lived near the plant the best part of the last six years. I spend
my evenings and my Sundays in the plant, and I keep in touch with
all the research work continually.

Senator LA FOLLmTrE. What is the amount of your pay roll per
month?

Mr. ISERMANN. Now, or when we are running full?
Senator LA FOLLLEn. When you are running full, with your 30

men, as you htve said, in both plants, stating them separately.
Mr. ISER3IANN. Our pay roll used to run, when we were running

full, about $4,500 to $5,000 a week. I believe is was $4,500 in one plant.
Senator LA FOLLFTF. In.which plant?
Mr. ISERIVANN. In the dye plant. In the perfume plant.
I believe the highest it ran was about $1,500. Now, as far as the

chemists are concerned, they are on the so-called monthly pay roll,
and that is kept separate. "I might not be absolutely correct on the
figures, because I do not pay attention to all of the details, but if
you want the figures I would be very glad to supply them.

So much has been said about an American dye and chemical
monopoly I feel that I want to make a short statement to your com-
mittee. 'When one speaks of a huge chemical monopoly, really one
would think that the business runs into hundreds of millions: By
the figures, as above analyzed under "Exports," it will be seen that
the future of the coal-tax chemicals business is bound to get down
to a basis of $50,000,000 or under, because we are bound to lose the
exports, and all we could gain is possibly 20 per cent of the new

'business, which was talked about, of products that we are now get-
ting from Germany. Then, on the other hand, it must also be con-
sidered that prices are gradually being reduced, and that would
bring down the amount, of course. As the prices are being reduced,
it may go down to possibly $40,000,000 per annum. Taking these
figures into consideration I can not see how anyone can consider a
great, dangerous monopoly in a total business which does not amount
to more than, say, $40,000,000 per year, and how such a business can
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be compared with all the so-called combines in the United States.
Aside from that the manufacturers of coal-tar chemicals in the
United States, while they want every possible protection f'om the
foreign producer, are willing to be regulated and controlled by any
Government agency that will suit Congress, and in view of this how
is it possible to actually create a dangerous monopoly?

In other words, what we are after is that we want to build up this
industry here, and do not care what kind of restrictions you gentle-
men put on us, we will live up to it, because we have our money in it;
we have our life in it, and we want to make good.
Senator LA FOLLmrrt.I. Would it be satisfactory to you to have this

embargo qualified with the provision that your profits shall be lim-
ited?

Mr. ISE11M.NN. Positively. I would like to be able to set a cer.
tain sum aside for research.'

Senator LA FOLLE"Ti'. You mean you would like to be able to say
what the profits would be?

Mr. Is 1n.MANX.. I certainly would; that is. what is called "reason-
able profit." I do not know what "reasonable profit" means.

Senator LA FOLLMTrE. What would you consider a reasonable profit
in your business-what per cent on the investment?

Mr. ISERMANNI. On the investment or on the turnover?
Senator LA FOLLE-rrE. On the actual investment.
Mr. ISERMANXN. One point regarding the investment is this: Unless

you make a fair profit, you can not continue to develop the business.
he research work ouglt to come out of the profits.
Senator LA 1IOLL r E. Yes.
Mr. ISEn3R1AxM . And all that takes up the best part or all of tile

profits, anl, as a matter of fact, I feel that the most of the small con-
cerns have eaten up, or, in fact, all the concerns have eaten up all of
their profits and then some in doing research work.

Senator LA FOLLErY. What would be Considered a fair percentage
of profit on the investment ?

Mr. IsMEMAX. I would rather you would say on the turnover. I
would like to set aside a certain amount of money for research work,
and I would like to think it over, if that was put up to me as a
proposition-I understand that a speciality and intricate business
like this possibly ought to have at least 15 per cent.

Senator LA FOLLrrE'. That is 15 per cent on the turnover?
Mr. IsE.I:RAN-N. Yes; and( over that 15 per cent set something aside

for research work.
Senator LA FoJLxn-rE. Considering the nature of this business,

what per cent woull that average on the actual investment?
Mr. ISE1MANN. Well, the investment in the chemical business, if

you are going into the manufacture of fine dyes or other coal-tar
chemicals is considerable. You take, for instance, in our own
case last year we actually developed a new dye, patent blue, and
we are rather proud of it, and I believe we spent $40,000 last year
on that one item, and now we are about ready to put it on the market.
Of course, there is no market just now, or much of a market, any.
way. So the investment is considerable.

And another thing is that the equipment becomes obsolete or worth-
less in a very short time.
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Senator LA FoLLEL'rm But, taking all those things into account
what would you consider it should be a fair profit on the investment 1

Mr. ISEIRIVANN. On the investment?
Senator LA FOLLEE. Fifteen per cent of the investment would be

fair?
Mr. ISERMANN. I believe 15 per cent on the investment would be

fair.
Senator LA FOLLEA-'E. What is the amount of your investment?
Mr. ISERHANN. In the plant?
Senator LA FOLLETrE. In the dye plant.
Mr. ISE RMAN. About $600,000.
Senator LA FoLLLETE. And what is the amount of the investment

in your perfumery plant?
Mr. ISERMANN. About $85,000 or $90,000.
Before closing I just want to bring one more thought home to you

and that is this: That unless the industry gets the proper kindof
protection, that while it is possible that one or two of the larger
manufacturers might be able to exist, surely all the small manu-
facturers assembled here are bound to go to the wall, -and the few
large ones left who possibly could afford, if they wanted to, to lose
the millions which they have invested, might be forced at the last
moment, if nothing else can be done, to even combine with the Ger-
mans in order to save their capital.

I don't say that the large manufacturers intend to do it; I don't
say that the'large manufacturers want to do it, because, as a matter
of fact. I feel that the large manufacturers on the whole have been
fair, but once our doors are open to German competition no one
knows what the large manufacturer might do or might be forced
to do, whether they want to or not, or be bound eventually to go
out of business.

Senator LA I4)LLE"TFr. Have yon competed on the various products
an ad valore'm protective rate that would make you feel safe in meet-
ing the competition?

Mr. TEII X.,' .Senator, we have been trying to figure out for a
long time-as a matter of fact, for the past two years-to see if we
could not get som kind of figures, and the figurs would sound so
unreasonable if you applied them to any other industry that really
I (10 not get an where. because if all these factors-th question of
viehl. the question of the time it takes to get into the manufacture,
and all that has to be taken into consideration-

Senator LA FOi.Ljrrr, (interposing). Oh, yes.
Mr. INEX.ANN (continuing). And the foreigners have had 40

years' experience. and we only have had about five. though I am
rather proud of what we did in the five years, as I rather think we
did more in 5 .vears than they did in 15. But. at the same time, it
would be pretty hard to compile figures to absolutely insure the ex-
istence (of the inidustrv. We want the little fellow to exist; it is the
little fellow who buili the business, not the big man.

Senator LA FOLLE L'r. If the committee should conclude to sub-
stitute a protective rate on the different products of this schedule
for the embargo that was proposed it would be helpful to it if you
would submit, in so far as your production is concerned, what you
would regard as an adequately protective rate on the different prod-

No I 0 a R No in-

493DYES EMBARGO.



TARIFF HEARINGS.

ucts, and I would suggest that you do that and add it to your state-
ment if you will.

Mr. ISERIA.X US. If I am called upon to do so by the committee, I
will be only too glad to do that.

Senator MCCUMIBER (presiding). You might base it upon the for-
eign price and also upon the American valuation, and that would
give us two standards to apply. The committee has not decided
yet whether it will take the American valuation or the foreign valua-
tion.

Senator LA FOLLETTE. I think he can take my suggestion as the ex-
pression of the committee and furnish it to us.

Senator McCuMEnRn. Yes; if you will do that.
Mr. ISEIiMANN.. I would like to say this, and that is that the foreign

valuation is pretty hard to estimate. They have all sorts of prices. I
have heard one price and then another. They are supposed to have
export taxes, but on coal-tar chemicals they take it off. And the 26
per cent tax which is to go to the reparation commission has also
been taken off by them or returned by the Government. It is pretty
hard to figure. because they are past masters in that industry, and
we can not afford to and we do not know how to play with them.
We are perfectly willing to take up and produce goods satisfac-
torily from ever point of view, but when it comes to playing a game
with the Germans-and it is a game--we are not in it.

Senator LA FOLLErrE. You could make the computation on Ameri-
can valuation?

Mr. ISERMANN. I believe I could do it better on that.
Senator LA FOJLETrE. I was just going to add that if the commit-

tee should conclude, after consideration, to reject the embargo and
establish what would be considered a protective rate, I think it would
be worth while for you gentlemen who are interested to have in your
testimony something that would be an expression of what you regard
as needful to that end.

Senator MCCUISBER. Mr. Isermann, can you not put in the balance
of your statement? Your five minutes has drawn out to 20 minutes.

Mr. ISEIMANN. I thank you for calling my attention to it.
Senator LA FOLLETrE. He might come on in the morning and con-

clude. I presume we will have another meeting tomorrow.
Mr. ISER-rANN. There is only. one more thing I want to say, if

you will allow me.
Senator LA FOLLETrE. Would you not prefer to finish in the

morning and not be o restricted?
Senator McCumBER. If it will only take a minute or two, we had

better get through this evening.
Senator LA FOLLEWr. He is a very frank witness, and so far as

I am concerned I want him to be fully heard.
Mr. IsERMANZ. I want to say in regard to putting on any valua-

tion, that that is the one thing that is very difficult, unless there is
some regulation connected with the valuation I do not believe we
can et an where; for instance, I make a product called acid green.
I only make one of the group of acid greens which is satisfactory;
the Germans have made 10 of them and one will take the place of
the other. If you put a duty on nine, they will ship in another one.
How are you going to control that? They are supposed to have
shipped in here before the war about 900 dyes. As a matter of
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fact, they can make several thousands of them. They can substitute
very often wood alcohol for grain alcohol, even buytyl aclohol,
and they have developed all of those things, and they have all
of those things that they did not have before the war., and it is
pretty hard unless we have some regulation where they would not
be able to substitute one for the other; and that brings us to the
point that the industry is to be regulated in some way, and then
you might as well have the embargo. Then you know you are going
to regulate it and no one is going to take advantage. 'That is about
the point. For instance, one of the witnesses said the Germans used
to make a lot of chemicals and they imported two things from us.
But they do not have to do it to.day. They make acetic acid and
wood alcohol, and as one German said when he bought the things
here. "The Americans want to burn up their forests; let them do
it." They do not make acetic acid from wood to-day, but make it
svnthe.tielhy. We have no synthetic acetic acid plant in this coun-
try. They had one in Canada during the war, but not here.

If want'to bring out one point regarding the small manufacturer.
Now. as to the question whether the smaller manufacturer can site-
cessfulhly compete with the large manufacturers in the United Stite.,
providifig that we have adequate protection, I will say this: That up
to now, speaking as a whole, the smaller manufacturer, without tak-
ing a great deal of credit myself, I will say that the smaller manu-
facturer deserves a great deal of credit; that as a matter of fact, on
the whole lie has done more than his share in the helping of the de.
velopment of the chemical and dyestuff industry here. The small
manufacturer pays a great deal of personal attention to his business
and in that way saves a great deal of overhead and other expenses
and while it is true that the large manufacturer can get into large
productions of items which are sold in great quantities the field is
open to the smaller manufacturer to make specialties on which a
profit can be made which is satisfactory.

I also want to call your attention to the fact that so much has been
said regarding the big profits accumulated by chemical inanufac-
turers (luring the war, especially the coal-tar dye manufacturers. I
believe you can count them on one hand, and if ihe truth were known
there has been more money lost in this business than in any other
business since 1915-that is, speaking of .'the organic coal-tar
chemical industry-than was profited during the whole period.

Having given you my version of the actual conditions I feel that
I speak for all the signers of my letter when I say that the most of
the coal-tar dye and chemical manufacturers to-day are in a most
precarious financial condition and while up to now the foreign com-
petition due to the present mode of protection has not been seriously
felt the lack of financial support has been most seriously felt.

The reason is that bankers and other financiers have been afraid
to invest their capital in a business that has no chance to succeed
unless it gets special and extraordinary protection. As a matter of
fact, a banker told me a few months ago that he sees no reason why
money should be invested in bricks and mortar which are of no
value unless the industry receives the special and extraordinary
consideration from Congress which it must have.

Now, as to the tariff bill as passed by the Senate Finance Com-
mittee last year, I, for one, can not see why it should be called an
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embargo bill at all, because it is simply a tariff which regulated
imports and protects the American coal-tar chemical industry.

Thank you, gentlemen.
Senator McCUMBER. The committee will now stand adjourned

until 10.30 o'clock to-morrow morning.
(Thereupon, at 5.34 o'clock p. m. the committee adjouned to meet

to-morrow, Saturday, August 6, 1921, at 10.30 o'clock a. ni.)

Saturday, August 6, 1921.

The committee met, pursuant to adjournment, in room 312, Senate
Office Building, at 10.30 o'clock a. m., Hon. Boies Penrose presiding.

Present: Senators Penrose (chairman), Smoot, La Follette, Dilling-
ham, McLean, Curtis, and Simmons.

The CnAIRMAN. The committee will come to order. The commit-
tee will hear first this morning Mr. Edwy B. Reid.

STATEMENT OF EDWY B. REID, WASHINGTON, D. C., REPRESENT-
ING THE AMERICAN FARM BUREAU FEDERATION.

The CHAIRMAN. Will you please state your full name for the record
Mr. Reid?

Mr. REID. E. B. Reid.
The CHAIRMIAN. Whom do you represent?
Mr. REID. The American Farm Bureau Federation.
The CHAivRMAN. Where do you reside, Mr. Reid?
Mr. REID. Washington, D. C.
The CHAIRMAN. What is your business?
Mr. REID. Assistant Washington representative of the American

Farm Bureau Federation.
The CHAIRMAN. That is all you do?
Mr. REID. Yes, sir.
Senator SM1ooT. Who is the director of it?
Mr. REID. Mr. Grey Silver. He ordinarily appears before the

committees, but couldn't be here to-day.
Senator MosEs. What constitutes the membership of that organi-

zation, Mr. Reid?
Mr. REID. It is built around county farm bureaus. Those are

affiliated into State Farm Bureau Federations and they in turn into
the American Farm Bureau Federation.

Senator MosEs. How is it supported I
Mr. REID. It is supported through membership fees paid to th3

county farm bureaus.
The OHAIRM-AN. HoW many members have you?
Mr. REID. Over a million.
The CHAIRMAN. That is a very sweeping statement. Do you

have a record of the names and addresses of all of them?
Mr. REID. Yes, sir.
The CHAIRMAN. Over a million?
Mr. REID. Yes, sir.
The CHAIRMAN. Can you produce such a record for the committee?
Mr. REID. Yes, sir; it has been produced recently before another

committee here in Congress. I can not tell you which committee
that is.
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The CiiasRAN. Does it contain a million names?
Mr. REI. No; it does not contain the names, but it contains the

membership in each State.
Senator MosEs. The way that is done, Mr. Reid, is that your

membership is made up of the county bureaus located in each State ?
Mr. REID. Yes, sir.
Senator MOSES. And the county agent reports to you the number

of members in his county bureau(
Mr. REID. He reports to the State and the State reports to us.

American Farm Bureau Federation memberhip chart, July 15, 1921.

Number
State. ofdirec. County State

torsto dues. i dues.
A.F.B.F.

- . . - --I - -

Alabama ...... 1
Arizona ....... 1
Arkansas ...... 2
California ...... 2
Colorado ....... I
Connecticut,. I
Delaware ...... I
Florida ........ IG eorgia ..... ' 2
Idaho ......... 2
Illinois ........ 6
Indiana ....... 5
Iowa .......... 7
Kans,as ........ 3 I
Kentucky ..... I ,
Looi-iana..Maine ........
.faryland .
Ma4zachusctts. I
Michigan ...... .5

Montana ..... 1.
Nebraska....... . 2

ito
5-10
1-5

1-10

1.-105.- 10
10-15

5

10
2.50-12

5-10

10
5

10

1.00
S.0
2.50
2. .50
1.00
2.50
3.00
(1)
2.00
1.00
5.0U
2.00
1.0o
5. D
1-5

5.00
(I)

1.00
('1)

.5.0iX

' Assessment.

'Niimber Number K
f mm. -tate of direc. County, State I* imnber

eom. t.. I 'tors to dues. i dues. of mem.
bes.AY.1I.F. bers.

21 ,700 eia 1$10 12.50 7,1(
3100 New Jersey.... 2 5 2.50 12,021)

11,00D New Mcexlco ... 1 1-10) 2 5 0
21,01)0 Now York ..... 2-51. 6t
4,500 Nevada ....... 1 1-10 1.50 ,200
6,114) Norlh Carolina 1 .540 2.50 X000
2,200, Norlh Dakota. 1 5 2.50 2,000
3,500 Ohio .......... 6 10 5.00 100,000

1 ,000 Oklahoma ..... I 1- 5 ('1 3,000
i ,000I Oregon ........ 2 .5-10 1.00 14.170

110, O000 Peniqlsania .......... 1-10 (2) 3,400
I81,00I Rhode Island. I 1.0 1,200

I. 1t-%as SouthCarolina ........
, 3000 South Dakota. 10 566 , 00

5,017 Tennessee ............ 2. 50-10 (3) 3,800
1,100 Texas ......... 4 105 00 64,00

, qA 1Utah .......... I 1 5 1.00 6,715
"000 Vermont ...... 1 ,-10 2.50 6,700
.,500 Virginia ....... 1 5-10 2.50 3,600

97,000 Washington... 1 2.50-10 1.50 6,784
I1, 000 West Virghia. "2 1 - 5 (i) 15,010
3110 Wisctonsin .... 2 10 2.50 14,000

50DO Wyoming ..... I I l-_ _ 1- 5 ,634

29: 000 Total.... £1.............., 12,68

I No State organization

The CHAIRMAN. When did you have your last meeting of yourorganization 'l
ir. 'REID. We had an executive meeting here in April. The

annual meeting was held in Indianapolis last November.
The CHAIRSAN. Who are the members of the executive committee?
Mr. REID. Mr. Jamieson of Colorado, Mr. Wradfoot of Ohio; Mr.

Howard of Iowa, Mr. Cunningham of Iowa, Mr. Leonard of Illinois,
Mr. Striving of New York, Mr. Gore of Wisqt Virginia, and I can not
remember offhand the rest of them. Thcre are 17 or 18 of them.

The CHAIRMfAN. Were they all present at this meeting?
Mr. REID. Yes, sir.
Senator MOSES. These county bu,'eaus pay something toward the

.support of the Federated -BureauI
Mr. REM. Yes, sir.
Senator MosEs. How much do they pay?
Mr. REID. I can not tell you offhand what it is. I can get that

information for you.
Senator MosEs. Is it a uniform sum for each ?
Mr. REID. No, sir; it is a small sum per person. Most of it goei

to the State work.

I I



TARIFF HEARINGS.

The CHAIRMAN. You may go on in your own way and state your
views, Mr. Reid.

Mr. REID. We have received from one of the women members of
the Farm Bureau Federation an exhibit of dyed stuff. The member-
ship of the Farm Bureau Federation is composed not only of men
but of women. You will recall that during the war the public had
to buy much material which was not dyed with fast dye.

Senator SMOOT. You mean before the warI
Mr. REID. Here is the exhibit. We can not ascertain whether this

was made before the war, during the war, or since the war. One
section of this shirt is dyed with a fast dye. Here is another section
that was dyed the same color but with a .dye that has faded out so
that you can only see it here on the hem.

Senator MosEs. Where was that shirt boughtI
Mr. REID. I can not tell you. I only offer it as an exhibit of some-

thing that the consumer does not want to have continue.
Senator MosEs. But you received that from some person some-

where?
Mr. REID. Yes; but I can not tell you the name of the woman that

sent in.
Senator MosEs. Nor the place from which it was sent?
Mr. REID. No, sir; not offhand.
Senator MosEs. Was there a letter accompanying it?
Mr. REID. Yes, sir.
Senator MosEs. Have you that letter with you?
Mr. REiD. No, sir; I have not it with me, but I will file it.
Senator MosEs. Do you remember what was in it?
Mr. REID. It was protesting against the use of dyes that fade.
The CHAIRMAN. Well, proceed.
Senator SMoOT. This piece of goods has been kept in storage for

quite a while, apparently.
Mr. REID. The consumer must have dyes that are fast, that will

hold their colors when used, and the consumers, the farmers, repre-
senting from 40 to 60 per cent of the buying power of the Nation,
are much interested in this proposed bill. They object to an embargo.
They think it is un-American, that it is applied only in times of war,
and that there is no need for it under present conditions.

Senator MosEs. Mr. Reid, you say they object to an embargo.
Has your organization taken any formal action with reference to
this? Has it passed any resolution I

Mr. REID. Not a definite resolution on this particular item, but
they do not wish to see a duty placed upon commodities which they
consume which is not commensurate with the duty on agricultural
products, and there is no embargo on any agricultural product that
we know of, and we as farmers have not asked for any.

Senator CURTiS. What organization do you representI
Mr. REID. The American Farm Bureau Federation.
Senator CuRTIs. I wanted to ask that question, because the head

of the Grange wrote our committee at the last session protesting
against an embargo.

The CHAIRMAN. The witness has been quite thoroughly questioned
on that point.

I I
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Senator JuiTm. I wanted to know whether he represented this
same organization, because they have written protesting against an
embargo.

Senator McLEAN. Did not your organization at one time favor an
embargo on wool, Mr. ReidI

Mr. REID. Not that I know of. I do not think there is anything
on record favoring an embargo on wool.

I have a statement here, Mr. Chairman, that I would like to file,
or I can read it.

Senator MOSEs. Did you say that no action had ever been taken
by the federation on this subject? Just how do you happen to be
here presenting this case this morning?

Mr. REID. There was a general resolution passed on the tariff, and
that states that we are not in favor of duties -being placed upon other
commodities that are not commensurate with the duties placed upon
agricultural products.

Senator MosEs. In other words, your organization is an organiza-
tion of all-around protectionists I

Mr. REID. Not exactly. We are not asking for any further pro-
tection than the manufacturers obtain but we do wish to have
justice and have the same protection that the manufactured com-
modities have.

Senator CURTRs. You want sufficient protection to protect, do you
not? The farmers of my country do.

Mr. REID. Yes, sir. The embargo is the instrument which we
object to. We believe you can formulate duties on the dyestuffs that
are the most high-priccd; that is, those that contain the most brilliant
colors and are the most expensive, and obtain adequate results. The
farmers are interested in indigo, for instance. They probably are the
greatest consumers of overaNls and denims and calicoes, and an em-
bargo on indigo undoubtedly would result in a greatly increased value
of the product, that is of the dyed product.

Senator MOSEs. Do you know whether any resolutions have been
passed by your county or State organizations in connection with this
matter?

Mr. REID. Not in connection with the embargo.
Senator MosEs. Have the resolutions adopted by all of your organi-

zations been of the same general character as this of which you have
spoken?

Mr. REID. Yes, sir.
Senator MosEs. Was this adopted at the annual meeting at Indian-

apolisI
Mr. REm. It was adopted at the meeting here in April. I can

not recall whether it was also adopted at the annual meeting in
Indianapolis. I shall be glad to file a statement of those resolutions
affecting the tariff.

(The resolutions referred to are as follows:)
We insist that agriculture be given equal consideration with other industries in all

tariff legislation -1Iarch 4 1920 (Chicago conference).
OkWo request of Congress the enactment of a tariff law at once which will give to the
farmers of America that measure of protection which may be necessary to equalize
the difference between the costs of production of farm products in this country and the
cost in competing nations, where land is cheap and living conditions far below the
standards which prevail in the United States.-December 8, 1920 (annual meeting).
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The task of preparing exact schedules coverin the various commodities of agricul-
tural commerce is left to a committee which shal carefully investigate all the repre-
sentations made in the tariff hearings already held, supplemented by such additional
information as may be obtained from our specialized vocations and the wide experience
of farmers in all parts of our country.

We ask no tariff wall of exclusion but such a measure of protection as will equalize
the opportunity of the American farmer with the low costs of production in lands
whose living conditions and rates of wages are inferior to our own. We request that
regard be had to the new economic burdens being imposed upon agriculture by high
domestic transportation costs, high cost of money, and the competition of ocean rates
and foreign exchanges.

We indorse as a temporary relief such a measure as H. R. 2435, now pending in
Congress, known as an 'emergency tariff," and recommend Its immediate passage.

We disapprove of any Plans to make agriculture the burden bearer in the rehabil;ta.
tion of our commerce on the seas, by which selling abroad the products of mill, 0..Ae,
or factory our merchant marine may seek to load back to our shores the food products
of other lands which come in direct competition with our own.

We disapprove as untenable the specious argument that if foreign countries, Europe
in particular pay ua the loan we have made that we must buy their goods in volume.
We cite the fact that foreign travel prior to the war left on the Continent $150,000,000
annually and the free gifts of aliens and citizens in the United States to friends and
relatives in Europe exceeds $450,000,000 per year, as shown by bank clearings, all
without cost to the European countries involved.

We demand the right to feed our own people at such prices as are just both to pro-
ducer and consumer, always having in mind the perpetuity of our fundamental
industry, the production of food. In this connection we regard as economically
unsound any theory that proper protection of the American farmer means higher
living costs, as food can and always should be more cheaply provided at home.

We recognize the dangerous competition from the foreign producer, who in many
c .ses can market his product duty free at a price so low as to be destructive to the
American farmers but when translated into money of his own country gives him a
good profit. AgAinst such competition there must be some protection.-April 11,
1921 (Washington conference).

The CHAIRMAN. The brief statement that you have in your hand
will be printed in the record as a part of your remarks.

Senator McLEAN. Just one question. You want fast dyes?
Mr. REm. We certainly do.
Senator McLEAN. I understand that you do not know anything

about dyes yourself?
Mr. REID. No, sir; I am not a dye specialist.
Senator MCLEAN. Do you know anything about the production

of indigo dyes in this country?
Mr. MXEID. No; I can not tell you anything about that.
(The brief referred to is as follows:)

3RI1 OF . B. REID, REPRSENTING TER AMERICAN FARM BUREAU IDERATION.

Reasons why an embargo upon coal.tar products would be harmful to the farmer
and to agricultural interests in general:

1. The embargo is an unique and extraordinary method of protecting an industry
business or trade, only to be adopted in war times, or times of national peril of national
emergency, and then only very reluctantly, and is never justifiable in normal and
peace times.

2. An embargo is ethically wrong and unsound, inasmuch.as by its very nature it
must favor and upbuild the class industry, trade and business, and the set of men
therein concerned. It protects at the expense of all other classes, businesses, and
groups of men.

3. The farmer has been discriminated against in favor of manufacturing ifitereste
enough as it is without resorting to this most unusual and extraordinary method of
protection, which can only add to his burden.

4. The embargo would greatly injure the farmer by hurting the market for his
goods and products, inasmuch as the great bulk of industry and those employed
therein would be discriminated against and injured by the embargo, which would
benefit only a comparatively small and select class. This small class, thus benefited,



6111y consuzni a 11sall portion of the farmer's prodtts, while the larger class injured
by the embargo would thus have a part, at least, of their buying power taken from
them.

5. The embargo injures the farmer directly by increasing the costs of the goods
which the farmer, his family, and his helpers uie. The embargo will most greatly
affect the mst and selling piice of the cheaper grades of cloths and textiles, such as
denims and calicos, extensively used by the farmer and on the farm, which are dyed
by indigo. Indigo should be (ne of the cheapest of the dyes and comparatively is;
but the chc-per the dye-that is, the lower the price, the more it costs and the higher
the price, if an embargo is placed upon any competition. Synthetic indigo before
thewarsold in this country at from 13 to 16 cents pound. Up toa short timeago it
could not be purchased for less than 70 cents, and was even 75 cents. Evennow it is
50 cents, probably brought about by the agitation against the bill. It takes 10 pounds
of indigo to dve'100 pounds of cotton goods. At 50 cents a pound for indigo, this
makes 5 cents'a pound. When cotton was selling at 40 cents a pound this did not
make such a difference; but with cotton at 10 to 12 cents a pound, the price of indigo
50 to 60 or 70 cents a pound makes a very material difference in the selling price of
cotton goods. During the war synthetic indigo was put to $1.25 a pound.

6. Finaliv, if anybody in this country is entitled to am enbargo who can show a
better caui%, qr who is entitled to precedence over the farmer? Who is up against
harder conditions or greater competition?

STATEXENT OF B. T. BUSH NEW YORK CITY, REPRESENTING THE.
ANT6INE CHIBIS Co.

The C HIRMAN. Mr. Bush, will you state for the record your full
name

Mr. Bus. B. T. Bush.
The CH tAIRA. Where do you reside?
Mr. Busm. .My business is in New York City.
The CHAIRIMAN. What is your business, Mr. Bush?
Mr. Busu. The essential oil and aromatic chemical business.
The HAIRMAN. Are you in business yourself or do you represent

some company?
Mr. BusH. I am the president of the Antoine Chiris Co.
The CHAIRMAN. Where is that company located?
Mr. BUSH. The factory is located at Delawanna, N. J.
The CEHMIAN. Will you state briefly to the committee your

views on this matter?
Air. BusH. Gentlemen, I appear here in the interest of our business

and not to associate it with other business, but to try and show you
how closely we are associated with other manufacturers of chemicals.
In our particular line we manufacture aromatic chemicals. The
are embraced in paragraphs 25 and 26 particularly. These chemicals
are manufactured from coal-tar chemicals. We are forced to pur-
chase our coal-tar chemicals from the manufacturers in this country.

First, I would like to ask your permission to contradict the evi-
dence which has been submitted to you relative to the .quality of
American aromatic chemicals. This statement is not based on facts.
For example, a short time ago-I believe it was on June 30-a state-
ment was made before your hearings that all the aromatic chemicals
in paragraph 26 manufactured in this country were not of a suit-
able quality for their consumption. Now, such a statement is
absolutely wrong. All of those products have been manufactured
in this country and have been manufactured successfully and of
a quality that conforms to standards set forth in our business here-
tofore. At the same time a statement was made that no artificial
musk is being made here. Artificial musk, as you know, is manu-
factured here, but only in small quantities, and I admit not of a
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sufficient quantity for the American requirements. But it is only
a matter of a few months. Just as soon as our company can be
assured that we will receive ample protection to manufacture that
product and put more money in it, we will manufacture artificial
musk 'successfully. It is manufactured in America, and it can be
manufactured at a price that the American consumer can afford to
pa for it.

Senator SMOOT. A protective tariff, if we give you a sufficient rate,
will allow you to manufacture the article, will it not?

Mr. Busif. I beg your pardon, Senator.
Senator SMOOT. If we give you a sufficient protective rate in this

bill, it will allow you to manufacture that article, will it not I
Mr. BusH. Certainly, if you will give us a sufficient rate it will

allow us to manufacture that particular article.
Senator McLEAN. What would be a sufficient rate?
Mr. BusH. It is difficult to say at the present time because we do

not know what eventually our yields will be. We are dependent en-
tirely upon the raw materials and we can not tell now what the prices
of those will be.

Senator SMOOT. With the American valuation and a fair rate of
interest you will not be alarmed?

Mr. Busir. On that particular article with a fair rate of duty it
will be sufficient to protect us. I need to refer you only back to the
time when the patents on that article were controlled abroad---.

Senator MCLEAN. You say a fair rate of duty and an American
valuati,!1 would protect you?

Mr. Busu. Yes, sir.
Senator McLEAN. You also say that at this time it is impossible

to tell what that rate would be?
Mr. Busu. Yes.
Senator MCLEAN. Owing to the cost of manufacture?
Mr. Busi. Yes.
Senator McLEAN. I would assume, then, that something in the

nature of an embargo would be necessary if you are to continue to
manufacture musk.

Mr. Busu. It would be better for us, of course, but I answer youth
question as a definite point.

Regarding this question of artificial musk, in the year about 1899,
artificial'musk was sold in this country at $1,600 around. It was
then controlled by a German patent, you understand. A few years
later they reduced it to $800 a pound. Then after the patent had
expired it was reduced to $20 a pound and to-day the American con-
sumers cant buy that product at $5 a pound.

Senator MosEs. How much are you making?
Mr. Busia. I am not making a sufficient quantity to supply the trade

as yet..
Senator SMOOT. How much is required to supply the American

market?
Mr. Bus. I can not tell you in exact figures at the present time.
Senator SMOOT. How much do you make?
Mr. BusH. We only manufacture about 15 pounds a month at the

present time.
., Senator SMOOT. That is 180 pounds a year.

Mr. BusH. Yes. Only in a senicommercial way.
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Senator SMOOT. Whut are you selling it at?
Mr. Busn. $4.85 to $5 a pound.
Senator SMOOT. Is Germany underselling you?
Mr. BusH. Not at the present time. We are not getting it in. It

can be gotten in under license, of course.
Senator SMxoor. Do you know what Germany is selling it to

England for?
Mr. Busif. I do not, but they are selling it to France for the

equivalent in our money of about $3.12 a pound.
Senator SMOOT. If you are protected on that basis you would feel

perfectly safe, would you notI
Mr. Busir. It depends entirely on whether Germany can manu-

facture at a lower price than we can. Their prices for the various
countries are so different that it is quite impossible to tell what
they can sell it for.

senator SMOOT. Do you think they can manufacture it at a price
that would enable them to sell it at less than 83 a pound?

Mr. Busit. I presume that they can. As to the question of their
raw materials, have made arrangements and will get for you, if you
so wish, a list of the raw materials and prices affecting our products
that can be purchased in Germany at the present time.

Senator SMooT. Is anybody else making it in the United Stites I
Mr. Busn. Yes; I believe one or two, but only in a small way.
Senator MOSES. Have they gone beyond the laboratory stage

with it?
Mr. Busir. I doubt if they have on account of the lack of a sufficient

quantity to offer.
Senator SHooT. You have some idea of the amount that is manu-

factured in the United States, have you not?
Mr. Busn. I have some idea about it. I believe that 1,000 pounds

per month would cover the requirements of the United States.
Senator SmoOT. Have you any difficulty in securing your raw

materials in the United States?
Mr. Busi'. At the present time?
Senator S.MooT. Yes.
Mr. Busif. For the musk it has been a question of finding a purified

product. The raw material affecting musk is isobutyl toluol or
xylol. -It is a question of getting a pure product here, and it is a
question of getting a sufficient quantity. There, again, we have to
go to the coal-tar chemical industry.

Senator McLEAN. Well, it can be had in this country?
Mr. Busri. It can be had in this country, yes; but they probably,

like ourselves, are waiting for the time when they are assured of a
reasonable protection, so they can put their money int the business
and deliver and proceed to produce.

Senator MosEs. Have they not had an absolute embargo for eren
.years

Mr. Busn. The only embargo that they have had-and you know
how indefinite it has been heretofore-expires August 28, and, of
course, you gentlemen can decide the future of that now.

Senator MosEs. Since the 1st of August, 1914, up to August, 1921,
they have had a free hand in the market, have they notI
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Mr. BusH. As you look back at it now. But you know any busi-
ness man at that time did not know when the war was going to cease,
and they were engaged particularly, as we were, in what we call more
of the necessities. Our factory was started since the war, and a great
deal of our time was given up to the manufacture of drugs in this
country.

Senator MoSEs. When did you first begin making artificial musk?
Mr. BusH. About six months ago.

Senator SsfooT. You do not think the question of artificial musk
is of sufficient importance to the United States to place an embargo
upon the manufacture of two hundred-odd million pounds of dye-
stuffs and chemicals and drugs, do you?

Mr. BusH. Senator, I do not know about the dyestuff business.
I have quite enough to do to loam something of my own, but I can
not see how they can exist unless they can get the benefit of all of
these chemical industries just the same as Germany and other
countries have. It is our industry that is a part of them and an
important part of them.

Senator MOSES. You do not take the position that it is impossible
to frame a tariff protection that will afford you relief, do you?

Mr. Bush. No, sir; but I take the position that it would be seem-
ingly unfair to the consumers of this country if you could give us at
the present time sufficient tariff protection-what you would call
direct tariff protection-because-----

Senator Sibmoxs. What difference do you make between seem-
ingly unjust and actually unjust ? If that would be seemingly unjust,
what you are asking would be actually unjust.

Mr. BusH. That depends upon which way you look at it.
Senator 81ooT. You are a manufacturer of artificial musk. If we

put a specific duty on artificial musk of 82 a pound, American valua-
tion, it would not be very hard to protect your industry, would it?

Mr. Busn. No; but, on the other hand, just as soon as we are able
to find, as other countries have found, how to utilize the young men
and to better our processes-now, mind you, you are speaking of
artificial musk; we manufacture 42 different products along the same
line-it would be an injustice to the American consumer to have that
protection; a smaller protection at that time would do, but how
long before we can get along with a smaller protection is a question.
With thes proper protection it is only a matter of a short time before
we can utilize our efforts and be able to produce these products equal
to the strength and cost of other countries, compared, of course, with
the labor and the exchange and the various conditions under which
we have to work.

Senator MoSEs. Can you estimate what that period would be?
Mr. BUSH. It is fair to assume that three to four years' protection

would help us. To show you our business with a little keener insight
I will take, for example, the factory with which we became associated
about a year ago in Bayonne, N. J. They were manufacturing an
article there called dipienyloxide. The same chemist that manu-
factured it there successfully came to Delawanna to manufacture it in
our factory. We took the same stills and the same apparatus and
the same chemist, and when he arrived in our factory it was four
months before he could produce it. We found that it was a question
of a minute particle of water getting into it or some leak in a condenser
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or something that went wrong. It is constantly a question of yields.
but gradually we are utilizing time and expense for the benefit of
our yields.

Senator SiMmoNs. Does not every industry in this country, start-
ing from the very bottom, have to deal with difficulties of the char-
acter that,you have mentionedI

Mr. BusiH. Not only industries, Senator, but we ourselves. We
all have to deal with difficulties.

Senator SitMONs. You ought not to tax the American people
because of the difficulties in the manufacture of any product or the
production of any product. The difficulties that you are com-
plaining about and avancing here as a reason that you should have
an embargo and a high tariff are difficulties that are common to all
the industries of this country and all the activities of mankind here
and everywhere.

Mr. Busu. But what does it amount to with those using our goods?
It amounts to very little.

Senator SiMoNas. You have no more right to pass onto the people
of this country a small gratuity for yourself than you have a big
gratuity for yourself.

Mr. Bur. No; neither do I say that the other consuming in-
dustries of the country have a right to pass it on to us.

Senator Smmo,s. This matter of a dye in a coat is very insignifi-
cant, and, therefore, coat wearers of this country ought not to object
a burden being put on. It does not appeal to me at all.

Senator McLEAN. You are taking $400,000,000 out of the Treasury
now for the purpose of maintaining the price of cotton.

Senator SItMONs. We are not doing anything of the kind. We
are loaning the farmers, the producers ol the product, and you propose
to loan the railroad, the distributors of the product, several times
that.

Senator McLEAN. That is because it is a debt.
Senator SImfoNs. It is a debt in both cases. The Government is

not contributing any money to the farmer any more than it is to the
railroads.

Senator McLEAN. We will argue that somewhere else.
Senator Sim.sroxs. We have argued it on the floor of the Senate and

we will argue it again.
Senator McLEAN. But when the gentleman is opposed to the pro-

tection and frankly says when he drew the Underwood Act that it
eliminated ihe cost of production abroad and that the cost of pro-
duction abroad was repudiated in framing the act, it does not seem
to me that his argument at this time is very appealing.

Senator SIMMoNs. I did not catch the first part of that statement.
I will ask the Senator to repeat the first part of the question.

Senator MCLEAN. I say the gentleman who is responsible for
.framing the Sinmnons-Underwood Act frankly stated on the floor of
the Senate that the theory of equalizing the cost of production in
this country and abroad was repudiated in framing that tariff. I
say that his argument hero does not appeal to me.

Senator Smafons. I do not know to whom you refer.
The CMRMAN. Would it not be well to hear the witness?
Mr. Busn. Senator, coming back to your point again, we are an

industry, you must admit, a legitimate industry. We have tried,
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and the records prove it, to give to the people the best quality of
goods we could and at the best price. We have employed in our
plant 21 chemists, American boys, no foreign people being employed
in our plant. Not one of those chemists knew our industry when he
came to us.

Senator Si.ioxs. I have great sympathy with the dyestuffs
industry.

Mr. usit. I am not in the dyestuff industry, Senator.
Senator SUMMONS. If you will ask something rpn-sonable upon the

theory even of the Republican protective system, I shall help you.
Mr. Busii. I realize that. The perfumery industry and every

industry consuming chemicals come to you and state that they
want this aromatic chemical business protected because they know
we have given them the proper qualities; that we have given them
the proper prices during the war, and that they have all been pros-
perous under the American manufacture of aromatic chemicals.
But they now say, "We want them protected in our way." They
do not know our industry; they are not working day and night as
we are in it; we are in a small industry here, and I think you recog-
nize, that while we are a small industry we are a very important
part of the chemical industry of this country as a whole. I am not
in the dyestuff industry, as I stated before. You were not here,
Senator Simmons, when I mentioned the line of my business. We
manufacture aromatic chemicals, but we manufacture products
where we can consume the chemicals that are by-products. Take
benzyl chloride. We use that in ton lots. I made a list of 12 or 13
of our products that are dependent on benzyl-chloride. We can not
produce those articles without benzyl-chloride, and yet if you force
us to go to Europe to buy that benzyl-chloride they can not ship it
here.

Senator S3ooT. Benzyl chloride can be taken care of beyond any
question of a doubt by a rate of duty, and it will be taken care of. So
what is the use of arguing that question?

Mr. Busir. That is quite true, Senator; but I want to bring for-
ward one point here, and that is that we can not import it. It can
only be shipped here in glass. Can we import it in pound bottles, in
glass, and use it in our manufacture and give the people the quality
and the price they want to pay without the people feeling that we are
robbing them? I

Senator Sj3151ONS. I think I recognize as well as you do, who are
connected with the dye industry, the immense imprtance of this
industry to this country, and I want to sea it developed. I think it
has been very largely developed. I want to see it developed more,
and I am willing to do for that industry what I would probably not
be willing to do for any other industry in this country.

Air. BuaS. I appreciate that, Senator.
Senator SIMONS. When the matter of the emergency tariff was up

I made a speech upon the floor of the Senate advocating the extension
of that embaryo or six months. We afterwards reduced it to three
months. I did it because I wanted to protect you until we could
have an opportunity to frame a tariff bill and give that protection
through the ordinary methods of imposing upon the products such
duties as, after investigation, were found to be necessary to help this
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infant industry-for I think it is an infant industry. It is about
four or five years old, practically.

Mr. Busn. It is, Senator.
Senator SNs. But you are coming here now and asking that

that embargo should be made permanent, and I say that that is an
unreasonable proposition. You do not ask that it be made perma-
nent, but extended for four or five years, when we can have an
opportunity to deal with it in the usual way. I think it, ought to
be dealt witl in the usual way. - You have not, to my mind, shown
any reason why you can not deal with it in the usual way.

Senator MCLeAN. England, which has been a free-trade country
for nearly a century, has found it necessary to deal with it by-an
embargo.

Senator S[Mfos. I do not think we are compelled to do over-hero
everything that England does. England has never had a protective
tariff, as we have over here and as you are preparing to further install.

Mr. Busm Even the protective tariff that we are supposed to have
did not save the chemical industry until the war gave us an embargo.

Senator SI3. OxS. I do not know so much about that.
The CHA.tIAN. They got pretty nearly all they asked for.
Senator S~iM3toxs. I'do know that before we placed an embargo

upon it during the war you came to Congress through your represen-
tatives and asked the Democratic Party-known, not to be a protec-
tion party-to increase the duties imposed in the Underwood tariff
bill, and you said if we would do that-that was before we had these
acute war conditions-it would take care of you, and you could get
along, you could compete; and we made that increase for you.

Senator MosEs. You are referring to the Hill bill in 1916?
Senator Spito-.s. The bill that passed then. I do not think it

was the Hill bill. We did increase the duties.
Senator MosEs. Was not that the Hill bill that originated in the

House?
Senator Spvio.s. I do not remember; but we increased the duties

as requested. Then the war came along, and you said you needed
an embargo. The war gave' you an embargo for a whiilo. Then,
when the war closed, you said you needed an extension of the embargo
which you had enjoyed as the result of the war, and we passed the
embargo bill. The Democratic Party passed that. That was a
Democratic measure. It was done to deal with a temporary situa-
tion.

The CHATINRMAN. Did you get no Republican votes for it?
Senator SiMioxs. Certainly we did.
The CHAIRMAN. I did not know whether we were permitted to vote

on those things.
Senator SDI&Io~s. You did, and in most war measures I will say to

the honor of the Republican Party, that you cooperated with usloyaly.
The CHAIRMAN. Much obliged to you.
Mr. Busu. If it was good then for the community or for the people

of the United States as a whole, then is it not the proper thing for
them to-day ?

Senator Spisos. It was purely a temporary device. It was
expected to be temporary. I certainly have had that expectation,
and so voiced it in the speech that I made immediately after the
passage of the emergency tariff bill. I could not get an opportunity
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to make the speech before, because we had been reduced to the 10-
minute rule and I could not get recognition. I said that I was per-
fectly willing to continue this embargo until a tariff bill could be
passed. We thought then,- all of us, that it could be passed in six
months. After it came into conference it was said it cold be passed
in three months.

Senator SMooT. The House conferees would agree to only three
months.

Mr. BusH. It has taken Germany 50 years to build that industry.
If we ask for protection for three or four years further, my heavens,
could not that be considered temporary? Can we come before the
American people any time there is a change of administration -

Senator SIMONS. Are you asking for a tariff protection, or are
you asking for a tariff wall I Protection has never meant a wall, as
I understand it, even from the Republican standpoint.

Mr. BusH. We are asking protection of our industry.
Senator SIMMONS. You are asking for a wall.
fr. BusH. We are asking for protection. You may consider it a

wall if you wish; but if we can not manufacture goods in sufficient
quantity and in sufficient quality under a licensing system which we
can appeal to and get those goods here, would not it be a great deal
better than putting an extremely high tariff on and making them
pay double what they think they should pay?

Senator SitMONS. I think I understand your position and I think
you understand mine.

Mr. Busii. There is just one more point that I wish to talk to you
about, and it will take only a moment. We are a small industry,
comparatively-

Senator McLEAN. Is not the industrial emergency created by the
war now at its zenith? Is not the necessity for protection now
greater than it was?

Mr. Busu. That is my opinion.
Senator McLEAN. Or as great as it has been at any time?
Mr. Busr. It is. That is my opinion.

The CI AIRMAN. IS that all, Mr. Bush?
Mr. Busu. There is one more point that I would like to bring up,

Mr. Chairman, and that is this: As I told you before, we have em-
ployed American chemists in an American factory. We want to hold
those chemists, and we want to hold that plant. We look forward
to going (as we have since the beginning of the war) to the organic
chemical laboratories of the universities and asking them to send us
young men. It has been impossible to get the trained men. Since
the beginning of the war the professors of organic chemistry of a
number of universities have advised me that they are constantly
aware that more young men desire to fit themselves for the organic
chemical industry. We are sending young men to England to-day
equipped as oil chemists. We are sending young men to France
to-day who know a lot about the steel industry. Heaven knows
that no country is asking us for organic chemists to-day. If you
will grant our business ample protection for a reasonable length of
time we will build up an American chemical industry by Anierican
chemists in a few years that has taken 50 years for any other nation
in the world to accomplish. I believe in American genius and I
believe in the American chemists.
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The Cmqu11MA.. Especially with an embargo.
Mr. BusH. Especially with an embargo; yes, sir.
The CHAIRMAN. The committee will now hear Mr. P. A. Sletteland,

if.he is present.
Mr. Sletteland does notrespond. IsMr. Brehm here [Noresponse.]

If not, Mr. Choate will resume.

STATEMENT OF JOSEPH H. CHOATE, REPRESENTING THE
AMERICAN DYES INSTITUTE, NEW YORK, N. Y.-Resumed.

Mr. CHOATE. I had nothing to add, Mr. Chairman, except in answer
to questions. Of course, there are many things that I should like to
say, but I do not want to take the time of the committee to say
them except in answer to questions.

Senator McLEAN. I thought Mr. Metz was to go on this morning.
Senator SMOOT. Not until Monday. He had to go home.
The CHAXRMAN. Do any members of the committee desire to

address any further inquiries to Mr. Choate? He stayed over here,
at considerable inconvenience to himself, to answer any questions.

Senator LA FOLLETTE. Mr. Choate, you have evidenced a very
broad general knowledge of this subject, and you perhaps can, better
than anybody else that I have heard, furnish me a little information
with respect to some of these various organizations which are very
active in promoting this embargo.

You dwelt at considerable length upon the financial strength of
the control of the German trust which, as I remember you said, bada capitalization of something like two billion marks-was it?

Mr. CHOATE. The actual capitalization of seven of the largest
companies, as stated in the reports of the British Parliamentary
Commission of May, 1921, is twelve hundred and twenty-one and
six-tenths million riiarks, outside of the air nitrogen company, which
has a capital of five hundred million marks.

Senator LA FOLLETTE. Why do you include that in the combina-
tion?

Mr. CHOATI.. Because it is controlled by and managed by the
combination, the I. G.

Senator LA FOLLErTE. That would make an aggregate of-
Mr. CHOATE. Seventeen hundred million marks.
I may state that this compilation does not include the capitalization

of one of the original Big Six-Kalle & Co.; so that the figure is
understated.

Senator LA FOLLETTE. What is the capitalization of the company,
if you know?

Mr. CHOATE. I can not give it to you at present. It was originally
one of the smaller of thoig Six, but a very large concern. I can
easily furnish it to you if you desire.

Senator LA FOLLETTE. "Would you apply the present depreciation
bf the mark to a depreciation of the capital value of these various
companies that make this combination, tle same as you do in dealing
with the question of labor and cost of production?

Mr. CHOATE. No, not altogether, for the reason that-
Senator LA FOLLETTE. To what extentI
Mr. CHOATE. The extent would be very difficult to determine, and

could only be determined by taking the various capital increases at
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the time they were made and figuring on the basis of the then
exchange value of the mark.

Senator IA FOLLETTE. When were these various capitalizations
made?

Mr. CHOATE. The capitalization of these seven companies, not
including Kalle & Co., in 1917, before the depreciation of the mark
had gone far-in fact, I think while it was still approximately at
par-was three hundred And eighty-threo and four-tenths million
marks, nominal capitalization. But at that time the stocks of the
component companies were selling on the Berlin Stock Exchange
and had been for some time at an average of above 400.

Senator LA FOLLETTE. In estimating or stating the capitalization
at this large figure of seventeen hundred million marks, do you take
the value of the mark and limit it to the value that the mark had at
the time of the capitalization?

Mr. CHOATE. I make no statement of any kind, Senator, vith
reference to the value of the mark. I give the present capitalization
in marks, which I suppose is paper marks, and I also give you the
nominal capitalization amounting to $90,000,000, approximately,
in 1917, before the depreciation Of the mark, which, judging by the
Stock Exchange quotations, showed an asset value of approaching
four hundred million gold dollars then, to which has been addea
approximately eight hundred and forty million mai!ks for the chem-
ical companies alone, and five hundred million marks for the air
nitrogen companies alone, since, in real cash.

Senator LA FOLLETTE. You do not know how much that stock
has been depreciated by the result of the war?

Mr. CHOATE. I do not. I understand, however, that the stocks
of these companies are still selling far above nominal value. I can
furnish perhaps stock exchange quotations for what they are worth;
but the point is that the four hundred million of real assets shown by
the 1917 figures have been increased by the sale of this eight hundred
and forty million marks' worth of stock.

Senator LA FOLLETTE. Have you any recent quotations of these
companies?

Mr. CHOATE. I have not with me. I think I can procure them if
you wish.

Senator LA FOLLETTE. I have seen some of them and I think they
are very greatly depreciated.

Mr. VHOATE. I may state, however, that the dividends of the chem-
ical companies have not averaged less than 16 per cent in Germany
since the armistice.

Senator LA FOLLETTE. On what do you base that statement?
Air. CHOATE. On statements from the advertisements of the com-

panies at various times in various newspaper publications from Ger-
many that I have seen.

Senator LA FOLLETTE. Could you produce them hero
Mr. CHOATE. I think I can.
Senator LA FOLLETTE. I will ask you to do so.
Senator SMOOT. Is that on the depreciated mark ?
Mr. CHOATE. That is on the capitalization as stated.
Senator SMxooT. But payable in the depreciated mark ?
Mr. CHOATE. Certainly; in Germany payable on the depreciated

mark.
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Senator SmooT. That would be less than 1 per cent, then.
Mr. CHOATE. On the nominal capitalization; but that would be 1

per cent on 1,700,000,000 marks in gold, which I think would be
pretty fair.

Senator LA FOLLETTE. What are the total assets of the Allied
Chemical Co.?

Mr. CHOATE. I have no exact information. I have been in-
formed-

Senator LA FOLLETTE. You have more exact information with
respect to the German companies than you have with respect to the
companies in this country?

M-r. CHOATE. Certainly; because exact information as to those
companies is available to you from other sources and it has not been
necessary for Yme to charge my mind with it. I understand that
the capitaliza~tion of that company is in the neighborhood of
$280,000,000.

Senator LA FOLLETTE. You have just as accurate information with
respect to that as you have with respect to the German companies,
have you not?

Mr. CHOATE. I have given you the source of my information.
Senator LA FOLLETTE. You can answer my question.
Air. CHOATE. But I think the source of my information as to the

German companies is probably more accurate than my hearsay
knowledge with respect to the American companies.

Senator LA FOLLETTE. What are the total assets of the Chemical
Foundation, if you know?

Mr. CHOATE. The total assets of the Chemical Foundation consist-
I have a balance sheet here which I will put in evidence, which is a
balance sheet prepared by certified public accountants as of June 30,
1921.

Senator LA FOLLETTE. Just answer my question.
Mr. CHOATE. The total assets in this statement are given as

$364,595.21.
Senator LA FOLLETTE. What do those assets consist of?
Mr. CHOATE. Patents, trade-marks and formulas, $271,850; furni-

ture and fixtures, New York and Washington, less reserve for depre-
ciation, $21,100.83; cash in four accounts, $59,510.53. Initial
license fees accrued, $500; deferred charges, prepaid insurance, $59.01;
organization expenses, $11,574.84.

Senator LA FOLLETTE. Who are the officers of that company?
Ar. CHOATE. Who are?
Senator LA FOLLETTE. Yes.
Mr. CHOATE. Mr. Francis P. Garvan is its president. Mr. George

J. Corbett is its vice president.
Senator LA FOLLETTE. Has it any other officers I
Mr. CHOATE. Wait a minute. He is secretary and treasurer.

There is no vice president at the moment. There is a vacancy.
there are no other officers of the corporation.

Senator LA FOLLETTE. Who are on the board of directors ?
Mr. CHOATE. Mr. Garvan and Mr. Palmer-wait a moment. I

should have said Mr. Garvan and Mr. Corbett are the only members
of the board of directors at the moment. There is a vacancy caused
by the resignation of Col. Douglas McKay.

Senator LA FOLLETTE. Who were the original incorporators?

I '
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Mr. CHOATE. I do not know. You mean the apparent incorpora-
torn?

Senator LA FOLLETTE. Yes.
Mr. CIIOATE. They were three dummies in the office of the Cor-

poration Trust Co. of Delaware.
The CHAnMAw. You mentioned Mr. Palmer. What did he have

to do with it?
Mr. CHOATE. Nothing whatever. I mentioned him b) a slip of thetongue:Te CHIjRmAN. It looks as if his ghost haunted the transaction.

I did not know whether it did or not.
Mr. CHOATE. I will tell you the reason why I did that, Mr. Chair-

man. It was because I had here a list of the trustees of which Mr.
Bradley Palmer is one. His name caught my eye.

Senator LA FOLLETrE. Please give me again, will you, a description
of the chief sets of this company?

Mr. CHOATE. The chief assets of the company are patents and
cash.

Senator LA FOLLETTE. What patents are those to which you refer?
Mr. CHOATE. Those are the patents purchased from the Alien

Property Custodian, former German patents taken over by the Alien
Property Custodian.

Senator LA FOLLETTE. What number are they?
Mr. CHOATE. Four thousand nine hundred and four, originally.

Some have expired; 466 have expired up to July 1 of this year. I
should state that of these only 4,393 are still in the hands of the
foundation, the small balance having been reassigned to persons who
were found to be really entitled to the patents by reason of transac-
tions which had taken place before the war and which were not
known at the time the patents were seized by the Alien Property
Custodian and sold to the foundation.

Senator SMoor. Who proved to be American citizens?
Mr. CHOATE. Yes.
Senator SMoo. When a patent of that character was transferred

to an American citizen, was the foundation paid back by the Gov-
ernment the amount that they originally paid for that patent?

Mr. CHOATE. I think not. I do not recall, but I do not thiik any
payment was made.

Senator SMooT. Then the foundation paid them a lump sum?
Mr. CHOATE. Paid them a lump sum. It was impossible to allocate

to any patent a particular value.
Senator SMOOT. They were virtually given to them for a nominal

figureI
Mr. CHOATE. I do not think it was a nominal figure, Senator. I

would be very glad to go into that if you wish.
Senator LA FOLLETTrF Who were the officers of the foundation

at the time the deal was made with the Alien Property Custodian for
the transfer of these patents ?

Mr. CHOATE. I think they were the same as at present, except that
Col. McKay was the vicepresident.

Senator LA FOLLEE. Garvan was the president of the foundation
at that time?

Mr. CHOATE. He was.
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Senator LA FOLLETTE. What was the date of the organization of
the foundation?

Mr. CHOATE. February 19, 1919, was the date of the certificate of
incorporation.

Senator LA FOLLEIftE. What had been Mr. Garvan's business im-
mediately before that?

Mr. CiOATE. He had been and still was in charge of the Bureau of
Investigation of the Alien Property Custodian.

Senator LA FOLLETTE. Did he occupy offices with the Alien Prop-
erty Custodian?

Mr. CHOATE. He did.
Senator LA FOLLETTE. How long had he been connected with the

organization of the Alien Property Custodian in that capacity?
Mr. CHOATE. I am not able to state precisely, but I think it was

from the time when the Alien Property Custodian's organization
became complete in the first instance.

Senator LA FOLLETTE. What is your connection with the founda-
tionI

Mr. CHOATE. I am its general counsel.
Senator LA FOLLETTE. Are you a stockholder in it?
Mr. CHOATE. No.
Senator LA FOLLETTE. Have you been at any time?
Mr. CHOATE. At no time.
Senator MosEs. Were you in the Alien Property Custodian's office

at the time the foundation was established?
Mr. CHOATE. I was, as a voluntary assistant to Mr. Garvan.
Senator SMOOT. A dollar-a-year manf
Mr. CHOATE. Not even a do Iar-a-year man. I had no official con-

nection whatever, but I was, as a practical matter, in charge of that
portion of the bureau of investigation which dealt with the German
interests in the chemical industry in the United States.

Senator LA FOLLETTE. How long had you been in that relation
to the Alien Property Custodian?

Mr. CHOATE. I went in there in the early part of 1918, the very
early spring of 1918.

Senator LA FOLLETTE. When did you first hear this scheme of
organizing the foundation and acquiring these patents from the
Alien Property Custodian discussed ?

Mr. CHOATE. I can not give you the e:act date, but I can give
you, very briefly, the history of it, which will show how the thing
came into being and, I think, will answer your question as well as
can.

Senator LA FOLLETTE. Just give me the date approximately if you
can.

Mr. CHOATE. I can not give you the date, because I do not know
when the scheme was conceived.

Senator LA FOLLETFE. About what time; what month, what year?
Mr. CHOATE. The scheme was not conceived as a whole until very

shortly before the actual organization.
Senator LA FOLLETrE. When was it first discussed, according to

your best recollection?
Mr. CHOATE. That I can not give you, because it was a plan which

developed itself very gradually. ? think, however, that no con-
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ception of the thing had arisen in anybody's mind much before
November, 1918.

Senator LA FOLLETTE. Do you happen to know how many other
patents, outside of those sold to the foundation by the Alien Property
Custodian, were in the custody of the Alien Property Custodian?

Mr. CIIOATE. I do not.
Senator MosEs. May I ask a question, Senator La Follette?
Senator LA FOLLETTE. Certainly.
Senator MOSEs. The charter was obtained in Delaware, was it

not, Mr. Choate?
Air. CHOATE. Yes, sir.
Senator MOSES. Do you remember who drew it?
Mr. CHOATE. I do not.
Senator MosEs. Do you remember the attorney who conducted the

business in procuring the charter in Delaware?
-Mr. CHOATE. The business of the actual procurement of the charter

was conducted by the Corporation Trust Co. of Delaware, which is a
company which we in New York constantly use for the incorporation
of Delaware corporations.

Senator MOSES. Do you remember the name of the attorney who
was actually in charge?

Mr. CHOATE. No, sir.
Senator MosEs. Did you ever have any conversation with him?
Mr. CHOATE. I may have; but it was purely mechanical legal work

in which I took no particular interest.
Senator MOSES. Were you ever present at a meeting held in Mr.

Garvan's office in connection with the Alien Prop6rty Custodian's
office in New York where the charter was discussed?

Mr. CHOATE. I think I must have been several times.
Senator MosEs. Do you remember the general terms of the charter?
Mr. CHOATE. I do. The actual text of the charter was of course

discussed very carefully by everybody interested in the matter before
it was adopted.

Senator MosEs. Do you recall a conversation, when this attorney
who procured the charter was questioned as to certain of the high-
sounding patriotic phrases which the charter contains, and who said
that the "sob stuff had to be put in to put it over?

Mr. CHOATE. I do not. On tie contrary, I recall that no such con-
versation ever took place.

Senator MosEs. In your presence?
Mr. CHOATE. Nor at any of the meetings, at all of which I was

present.
Senator MosEs. Were you at every meeting?
Mr. CHOATE. I understand so. If they had any other meeting

they had it at some very extraordinary place under very extraordi-
nary circumstances that I know nothing about.

Senator MosEs. You are quite sure that no meeting ever took place
in Mr. Garvan's room in New York?

Mr. CHOATE. I should think it extremely improbable that any
meeting ever took place in his office in New York at which I was not
present and at which this subject was discussed.

Senator LA FOLLETTE. Will you please file with this committee a
copy of the articles of incorporation?
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Mr. CHOATE. They are already a part of the record of the last
Senate hearings, and also the House hearings, but if you wish I will
file another copy here. I can turn to it here in a moment.

Senator LA F)OLLETrE. It can be taken for the record if it is in the
other record.

The CHAIRMAN. At the request of Senator La Follette the articles
of incorporation will be put into this record, transcribed from the
previous bear'm .

Mr. CHOAT. You will find it in connection with my testimony on
page 117 of the Senate hearings referred to.

The paper referred to is as follows:)

CERTIVICAT OF INCORPORATION OF THE CHRMCAL FOUNDATION (NC.), DELAWARS.

1. The name of the corporation is "The Chemical Foundation (Inc.)."
. 2. The principal office of the corporation is to be loca ted at the offices of the QCrpo-
ration Jvtrst Co. of America No. 107 Market Street, in the city of Wilmington, in the
county of New Castle, in the State of Delaware. The name of Its resident agent Is
Corporation Trust Co. of America, whose address is No. 1007 Market Street, Wl!.
minston, Del.

3. The nature of the business of the corporation and the objects and purposes prp-
posed to be transacted, promoted, or carried on by It am as follows, to wit:

(a) To acquire by purchase from the Allen Property Custodian, under the provisions
of an act of Congress of the United States, known as the tmding with the enemy act
(Oct 6 3917, as amended by act of Mar. 28,1918 and further amended by act of Nov.
4, 1918) patents, and applications therefore, trade-marks choose in action and rightsand clarns of every character and description, owningor beloging to orheid for by on
account of, or on behalf of, or for the benefit of, an enemy or ally of enemy, as defined
by said act, which the Alien Property Custodian is authorized by said act, and amend.
merits thereto, to require and seize, and to sell and convey, and also to acquire from
any person, firm or corporation any and all letters patent, and applications therefor,
trade-marks, and similar rights, granted by the United States, or any other country
or government, licenses and the 1-ke, or any other interest therein, or any inventions
which may mom capable of being used for or in connection with any of the objects
or purposes of said corporation, and to hold any such property and rights, so acquired
in a fiduciary capacity for the Americanization of industries, as may be affected
thereby, for the exclusion or elimination of alien interests hostile or detrimental to the
said industries, and for the advancement of chemical and allied science and industry
in the United States.

(b) In furtherance of the above objects and purposes the corporation may grant
nonexclusive licenses only, to make use, and sell the inventions covered by any
patents owned or controlled by it to the United States of America, upon such terms as
the board of directors may determine, and also upon reasonable and equal terms and
without advantage, as between licensees5 to the following:
(1) Natural persons, citizens of the United States.
2) Copartnerships, all the members of which are citizens of the United States; and
3) Corporations organized under the laws of the United States, or of any State.

Territory, or dependency of the United States, of which not less than three-fourths of
the capital stock, and the beneficial interest therein, is owned by stockholders who are
citizens of the United States, and who were not, prior to the "end of the war," as used
in the trading-with-the-enemy act, enemies, or allies of enemies, as defined by said act,
and the amendments thereto.

The board of directors may refuse to issue any license or may revoke any license
gran ted by the corporation and may prescribe the terms and conditions of said licenses.

-It shall be the duty of the corporation to defend and enforce the rights acquired by it,
and to protect the rights of its licensees under any licenses granted byit.
,(c) To purchase, or otherwise acquire, such personal property of every kind and

description within and without the State of Delaware, and in any part of the world,
suitable, necessary, useful, or advisable in connection with any or all of the objects
hereinbefore set forth.
(d) To do each and everything necessary, suitable, useful, or advisable for the

accomplishment of any one or more of said objects, or which shall at any time appear
to be conducive to or expedient for the benefit of such corporation in connection
therewith.
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(e) In general, but.in connection with the foregoing, said corporation shall have
and exercise all the powers conferred by the laws o the State of Delaware upon busi-
ness corporations, itbeing hereby expressly provided that the foregoing enumeration
of specify c powers shall not be held to limit or restrict in any manner such general
powers.

(J) To each and all things above set forth to the same extent, and as fully as a natural
pers n might do or could do in the State of Delaware, or in any other State, country,

o.The total authorized capital stock of the corporation is 500,000, divided into

5,000 shares of the par value of $100 each.
Of said authorized capital stock 4,000 shares, amounting to $400,000, shall be non-

voting preferred stock (except for amendment of the charter, as hereinafter provided)
and 1,000 shares, amounting to $100 000, shall be common stock.

The preferred stock shall entitle the holders thereof to receive, when and as
declared, out of the surplus or net earnings of the corporation, a fixed cumulative
dividend at the rate of, but never exceeding, 6 per cent per annum, payable quarterly
on such dates as the directors may determine, which dividend shall run from the
date of issue of said preferred Etock, and shall be paid or set apart before any dividend
shall be set apart or paid on the common stock.

The common stock shall entitle the holders thereof to receive, when and as declared,
out of the surplus or net earnings of the corporation, a dividend at the rate of but
never exceeding, ft per cent per annum, but no such dividends shall be payable on
the common stock until all cumulative dividends on the preferred stock at the above
rate, up to the date of the declaration of such common-stock dividend, shall have
been paid or set apart.

In the event of any liquidation or dissolution or winding up of the corporation,
whether voluntary, or involuntary, the preferred stock shall entitle the holders thereof
to be paid in full the par amount of their shares, with all unpaid accumulated dividends
thereon to the date of such payment, before any amount shall be paid to the holders
of the common stock.

The preferred stock shall be subject to redemption as a whole at $100 per share, and
accumulated dividends thereon, on the 1st day of January, 1921, or on the let day of
January in any year thereafter, in such manner as the board of directors shall deter-
mine: Proided, That whenever the accumulated surplus of the corporation amounts
to 100 per cent of the total issued and outstanding preferred and common stock of the
corporation, the board of directors shall redeem all the issued and outstanding pre-
ferred stock. After the full redemption of the preferred stock the net earnings of the
corporation, over and above such amounts as may be necessary for the purpose of
working capital, shall be used and devoted to the development and advancement of
chemistry and allied sciences, in the useful arts and manufactures in the United
States, in such manner as the board of directors may determine.

The holders of the common stock shall have the sole right to vote at all meetings of
the stockholders, and the holders of the preferred stock shall have no voting power,
except for the purpose of the amendment of the charter. None of the owners or
holders of the preferred or common stock of thiscorporation shall sell. aign, ortransfer
any such stock except with the approval of the board of directors.

From time to time the common and preferred stock may be increased according
to law.

The amount of the capital stock with which the corporation will commence business
s$1.500.

6. The names and places of residence of each of the original subscribers to the
capital stock and the number of shares subscribed for by each are as follows:
M. M. Clancy, Wilmington, Del .............................................. 13
P. B. Drew, Wilmington, Del ................................................ 1
H. E. Knox, Wilmington, Del ............................................... 1

6. The corporation is to have perpetual existence.
7. The private property of the stockholders shall not be subject to the payment of

corporate debts to any extent whatever.
8. The number of directors of the corporation shall be fixed from time to time by

the bylaws, and the number may be increased or decreased as therein provided.
In case of any increase in the number of directors the additional directors shall

be elected as provided by the by-laws, or by the stockholders, at an annual or special
meeting.

In case of any vacancy in the board of directors for any cause, the stockholders
may elect a successor to hold office for the-unexpired term of the director whose place
Is vacant and until the election of his successor.
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The board of directors shall from time to time, fix and determine the uniform
license fee or royalty that shall be paid by the persons, firms, or corporations men-
tioned In paragraph b) .of article 3 of this certificate, and the license fee or royalty
so fixed shall be bnding and conclusive on the corporation and on all of Its licensees.

In furtherance, but not in limitation of the powers conferred by law, the board of
directors are expressly authorized:

(a) To hold their meetings outside-of the State of Delaware at such places as from
time to time may be desigfated by the by-laws or by resolution of the board. The
by-laws may Prescribe the number of directors necessary to constitute a quorum of
the board of directors, which number may be less than a majority of the whole board
of directors.

(b) To appoint the regular officers of the corporation and such other officers as they
may deem necessary for the proper conduct of the business of the corporation.

(e) To remove at any time any officer elected or appointed by the board of directors,
but only by the affirmative vote of a majority of the whole board of directors.

(d) To remove any other officer or employee of the corporation, or to confer such
power on any committee or superior officer of the corporation, unless such removal
Is otherwise regulated by the by-laws.

(r) To issue the stock of every class In such amounts and proportions as they may
determine, up to the total amount of the authorized capital stock, or any Increase
thereof, subject, however, to the provisions of this certificate.

9. The charter may be amended form time to time by a vote of three-fourths in
number and amount of the preferred and common stockholders at any annual or
special meeting of the stockholders.

10. The board of directors shall have no power to make, alter, or amend by-laws.
We, the undersigned, being each of the original subscribers to the capital stock,

hereinbefore named, for the purpose of forming a corporation to do business both
within and without the State of Delaware, under and pursuant to the provisions of
the Legislature of the State of Delaware entitled "An act providing a general corpo.
ration law" (approved Afar. 10 1899), and the acts amendatory thereof and supple-
mental thereto, do make and ile this certificate and declare the facts herein stated
as true, and we have accordingly hereunder set our respective hands and seals this
19th day of February, A. D. 1919. M. M. CLACY. [sEAL.J

P. B. DnEw. ISEAL.I
H. E. KNoX. SEAL.!

STATE OF DELAWARE,
County of New Castle, as:

Be it remembered that on this 19th day of February, A. D. 1919, personally
appeared before me, the subscriber, a notary public in and for the State and county
aforesaid, M. If. Clancy, P. B. Drew, and H. E. Knox, all the parties to the foregoing
certificate of incorporation, known to be personally to be such, and I having first
made known to them and to each of them the contents of said certificate, they did
each severally acknowledge that they signed, sealed, and delivered the same as their
several voluntary act and deed, and that the facts therein stated were truly set forth.

Given under my hand and seal of office the day and year aforesaid.
LAWRENCE J. BRODMAN, Notary Public.

Senator LA FOLLETTE. How much was paid to the Alien Property
Custodian for those patents?

Mr. CHOATE. $250,000 for the original mass of patents contained
in the first assignment; the remainder of the $271,850, for the sub-
sequent assignments of patents afterwards discovered.

Senator SMOOT. That is, they paid less than the actual cost of
securing the patents?

Mr. CHOATE. That is a matter of computation which I assume
you do not care to have me discuss.

Senator SMooT. It is less than $50; and you know that you can not
get foreign patents through for $50.

Mr. CHOATE. I should say that average would be a very high price
for the great majority of the patents.

Senator S.iooT. There may be one patent that would cost more
than that?
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Mr. CHOATE. Quite likely.
Senator McLEAN. Is this Mr. Garvan.related to the Garvan that

was subsequently Alien Property Custodian i
Mr. CHOATE. It is the same Mr1 Garvan. I shall ask leave of the

committee hereafter to state the circumstances under which he
became president of the Chemical FNundation.

Senator LA FOLLETE. How long after this transaction-I refer,
now, to the purchase of these patents from the Alien Property Cus-
todian in whose office he was then established and a part of your
organization-how long after that did he become Alien Property
CustodianI

Mr. CHOATE. March 4, 1919, when Mr. Palmer was appointed
Attorney General.

Senator LA FoLL-rE. How long was that, if you please ? Do you
have the other date in your mind ?

Mr. CHOATE. Approximately seven weeks.
Senator SMOOT. If I asked you, as my attorney, and you were not

the attorney of the Chemical Foundation, whether I would be safe
in buyin all of the patents held by the foundation for $250,000
to-day what would you tell me ?

Mr. 5HOATE. I should tell you, in the first place, that the Chemical
Foundation was incapable ofselling the patents under its charter.

Senator Smoo. As an attorney of the Chemical Foundation, do
you think that $250,000 was all that those patents were worth?

Mr. CHOATE. I think it was not all they would have been Worth to
a private purchaser, unlimited in the use of them. A private pur-
chaser unlimited in the use of these patents could have made very
large sums by holding up the industry with them. Their nuisance
value was very large.

Senator SmooT. There are patents there, outside of tho nuisance
value, that are worth a great deal more than $250,000.

Mr. CHOATE. To a private purchaser, undoubtedly, outside of the
nuisance value; but you forget that the Chemical Foundation, both
by the terms of its charter and by the terms of the foundation, is
absolutely limited in the use of these patents, so that it can not
profit beyond the necessary sum to pay a 0 per cent dividend on its
very small stock; so that all the rest of the money that is received
has got to be used for the advancement of science; and, furthermore,
it is so limited that it can not use the patents in the way in which
an individual would, by the issue of exclusive licenses. It can only
issue nonexclusive licenses, which must be issued on equal and
reasonable terms to all American citizens, partnerships, and corpora-
tions.

Senator MosEs. These licensees have profited, have they not?
Mr. CHOATE. I hope they have.
Senator MosEs. Are they all members of the American Dyes

Institute?
Mr. CHOATE. I think not.
Senator MosEs. Are they members of the General Research

Council?
Mr. CRATE. I do not know what that is.
Senator MosEs. Or the National Research Council, or whatever

it is?
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Mr. CHOATE. I have not any idea. I may state positively'that a
large majority are not members of the Dyes Institute.

Senator MosEs. Does every member of the Dyes Institute hold a
license?

Mr. CHOATE. By no means. I may also state that no application
for a license from an American citizen has been refused.

Senator MosEs. Was there ever any intimation that a license
would be refused?

Mr. CHOATE. At the outset the policy of the foundation was not
fully determined. It was realized that it would be very unfortunate
for the industry if a large number of licenses should be simultaneously
issued covering the production of some product not previously made
in this country, in as much as the issue of such a large number of
licenses would discourage any of the licensees from actually putting
money into the business and going to work; but it was very soon
determined by a vote of the stockholders' advisory committee,
consisting of all the stockholders, that the policy was unwise and
improper and that there must be no limit to the number of licenses
under any patent.

Senator MosEs. What other activities has the foundation pursued
Mr. Choate, aside from the issuance of licenses to people who desired
them?

Mr. CHOATE. General educational activities in the way of sending
out to very carefully prepared lists intended to reach the educational
side of the public literature of various kinds intended to educate the
public in regard to the importance of chemistry in daily life and of
chemistry in industry. It has also undertaken various other enter-
prises which have not got far yet among which, I may state as per-
haps the most important, is that of giving assistance to the committee
of the American Chemical Society, consisting of eight of the first
scientists of the country, which committee has been conducting a
survey to ascertain what the laboratory and research institute
facilities of the country were for the purpose of fostering and increas-
ingthe development of chemistry in medicine.

The foundation has undertaken to pay the expenses of that com-
mittee, and that committee has now prepared and is about to issue
a most interesting report, which I wish I could lay before you gentle-
men. I consider it likely to lead to the greatest advances in medical
science that have ever taken place in this country.

Senator MfosEs. Are you familiar with the book entitled "Creative
Chemistry?"

Mr. CHtOATE. I am.
Senator MfosEs. Who was that written by?
Mr. CHOATE. By Dr. Edwin E. Slosson.
Senator MOSES. And who published it?
Mr. CHOATE. I do not know; but I think the Century Co. did.
Senator MosEs. Do you know the retail price of it?

'Mr. CHOATE. I do not know that.
Senator MosEs. Was that a part of the literature the foundation

distributed?
Mr. CHOATE. It was.
Senator MosEs. It was sent to a selected list, was it?
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Mr. CHOATE. It was sent broadcast. I have a complete list here,
if you would like it. I would like to read the names of the persons
to whom this was sent.

Senator MosEs. Are they numerous?
Mr. CHOAT. They are classified here under 13 heads.
Senator LA FOLLiTTE. You mean to just read the classification?
Mr. CIIOATE. That is all. [Reading:]

To members of women's clubs, 5,063; to newspapers, 2,410; to colleges, 5,441; to
agricultural agents, 1,274; to members of the American Legion, 500; to consumers
(textile form), 16,964; to consumers (club form), 1,993.

Senator LA FOLLETTE. What does that word "form" mean?
Mr. CHOATE. This referred to the form letters which were sent

with the book, and which I would like to explain in a moment.
[Reading continued:] "

To authors, 1,666; to scoutmasters of Boy Scouts, 16,796; to prominent men, 5,853.

That is all.
Senator MOSES. Showing a total of how many?
Mr. CHO1ATE. The total there would seem to be 57,860.
Senator SooT. Have you a copy of each form of letter?
Mr. CHOATE. I have.
Senator SmooT. Will you put it in the record?
Mr. CHOATE. I will; gladly.
(The matter referred to is as follows:)

Mullityped form letterefor circlarizalion mailed between Nor. 9, 1920, and .Mfay 28, 1921.

To members of women's clus .............................................. 5,063
To newspapers ........................................................... 2,410
To colleges................................................................ 5,441
To agricultural agents .................................................. 1,274
To members of the American Legion .................................... 500
To consumers (textile form) ............................................... 16,964
To consumers (club form) ................................................. 1,993
To authors ............................................................... 1,566
To scoutmasters of Boy Scouts .............................................. 16,796
To prominent men ....................................................... 5, 853
Form A-Acknowledgment of replies ....................................... 2,000
Form E-Acknowledgment of replies ..................................... 2, 000
Form F-Acknowledgment of replies .................................... 2,000

Total ............................................................... 6:3,860

LETTER TO MEMBERS OF WOMEN'S CLUBS.

THE CaEMICAL FOUNDATION (INc.),
New York City, December 18, 1920.

1 am sending to you, under separate cover, a book that I believe has a vital bearing
upon the future welfare of this country and the men, women, and children composing
its people. This is Dr. Edwin E. Slosson's "Creative Che mistry" Dr. Slosson is the
literary editor of the Independent, a trained chemist and pulicist, who wrote the
articles composing this book for the Independent without suggestion from any source
save his realization of the intense importance of this subject. As president of the
Chemical Foundation I am asking you to read this book, and after reading it to write
to me of the impressions it makes upon you and of any suggestions it may prompt
you to make toward furthering the laying of its message before the American peol [e.
If after reading this book you call it to the attention of other intellectual leaders in
your locality, I shall appreciate it highly, since our resources are limited in supplying
copies of it throughout the country.

The Chemical -Foundation is a quasi.public corporation, formed by the Govern-
ment to take over the seized German patents in chemistry in order that chemical



DYES EMBARGO. 521

education and development in this country. may be unrestricted and that the history
of the suppression and destruction of this development at the hands of the German
chemical trust mAy come to an end. It is a corporation run without profit; any re-
turns, above fixed chairs, which may accrue to the corporation, must be devoted
according to the charter 'to the advancement and development of chemical and allied
science and industry in the United States."

I am accompanying the book with a pamphletwhich explains the Chemical Foun.
dation, the necessity for its formation, the history of our past failure in organic chem-
istry and the reasons therefor. This will make clear to you the reason for the decision
of the Chemical Foundation, that the first step toward the development of chemical
education in this country, which will assure to us safety to our industries, adequate
protection to our sons in time of war and the future of medicine, is to have the leaders
of thought in this country fully realize the importance of the subject. Dr. Slosson,
although a scientist, has written in such attractive form that we have felt it our duty
to give you the opportunity to obtain a knowledge of the situation.

The war would have been over in 1916 without the organic chemical factories of
Germany, since 90 per cent of her high explosives and 100 per cent of her poisonous-
pses she was able to produce in these factories which, overnight, could turn from the
industries of peace to the manufactures of war materials. In the hands of the designing
chemical cartel of Germany the science of chemistry has proved a world menace.
While seeking to color the clothes you wear, the huge laboratories along the Rhine
have ever studied to bomb and gas ihe sons you bear. If there is ever another war, it
must be a stperchemical war, a thing almost unthinkably hideous in its death-dealing
potentialities. Shall you and I stand idly by and see Germany again build up a
chemical supremacy that must leave our Nation impotent to cope with the plottings of
her laboratories?

You will see in some of Dr. Slosson's delightful chapters the basic relation of chem.
ical research and accomplishment to the supply of foodfor your family, as well as to
almost everything you wear, buy, or come in contact with in your daily life. From
their apparently limitless resources for fresh accomplishments in research, our chemical
scientists are constantly working to make this country a better, cheaper, and more
effective place to live in. If they are encouraged and strengthened to multiply and
broaden these beneficent researches in improvement of the various fields of human
activity here, our children must share in the fruits of their labors.

Germany's chemical powers have again and again crushed almost all possibility and
incentive for chemical research in this country by throttling our chemical industries
through their well-known methods of dumping, full.line foring, and other means of
unfair trade coercion. We have good reason to believe that they are even now plan-
ning tn renew such commercial warfare, not only upon our chemical industries, but
upon iuur scientific research facilities that have just been built up in our colleges and
other institutions to a point where their work will begin to count. Unless we devote
every energy at once to preventing this foreign power from again grasping a monopoly
in the d6ve opment of the science of chemistry for the future, we shill soon find our-
selves helpless to reach the benefits of chemical research which may be extended or
denied to us at the will of its chemical dictators. We regard the American dye in-
dustry as by no means the most important part of the Nation's general chemical inter-
ests, since this industry is only the postgraduate school upon which we may build our
ch''nica! scientific structure.

Far more vital than the material benefits of chemical advancement in this country,
and even more important than its wartime emergency application, however, is the
opportunity of maintaining this country's chemical development as a prime factor in
siing, prolonging, and strengthening human life. For years our leading scientists
have dreaded of the posibilities of linking the facilities of the chemical research
laboratory with the scientific labors of biology, pathology, bacteriology and pharma.
cology. Already there have come from the research of chemistry several sure weapons
to crush out diseases that heretofore have swept our country with their deadly devasta-
tiOn. When the scientific skill of our chemists is more fully developed and placed at
the disposal of the sciences that directly deal with life, death, and disease, we are
assured that there must be opened limitless possibilities for ridding the land of its
most deadly scourges of sickness. If we succeed in maintaining, developing, and
extending chemical research in this country. up to the point where it begins to save
and strengthen the lives and health of our children, do you not think that it will be
well worth any and every effort that we can make?

To quote from the introduction of this book, written by Prof. Julius Stieglitz,
expresident of the American Chemical Society, head of the department of chemistry
of the University of Chicago, and who during the war was chairman of the committee
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on synthetic drugs of the National Research Council of the Council of National
Defense, and did such wonderful work in the preservation of the health of our Army:

"Of even more vital moment is chemistry in the domain of health; the pitiful calls
of our hospitals for local anesthetics to alleviate suffering on the operating table, the
frantic appeals for the hypnotic that soothes the epileptic and staves off his seizure,
the almost furious demands for remedy after remedy, which came in the early years
of the war, are still ringing in the hearts of many of us. No wonder that our small
army of chemists is grimly determined not to give up the independence in chemistry
which war has achieved for us. Only a widey eidightened public, however, can
insure the permanence of what farseeing men have started to accomplish in develop-
ing the power of chemistry through research in every domain which chemistry touches.

have been unable to even touch upon all of the boundless p abilities for Amer-
ica's future welfare that are suggested by reading Dr. Slosson's book or further study-
ing the field of our Nation's chemical advancement, to which the Chemical Founda-
tion is pledged to devote its activities. When you have read this book, however, I
know that you will become intensely interested in this presing problem and will
want to keep in touch with everything that is being done to help n its solution. I
shall be delighted to receive and answer any inquiries from you through the medium
of the Chemical Foundation, and I trust that we may eventually count upon you as
a friend, whose intelligent interest and cooperation we may rely upon in bringing
before the American people this most vital subject.

Very sincerely, yours, FRANCIS P. GAnvAN.

LETTER TO NEWSPAPER EDITORS AND PROPRIETORS.

TuE CIEMICAL FOUNDATION (INc.),
Xew York City, December 18, 1920.

I am sending to you, under separate cover, a copy of "Creative Chemistry," a book
l y Edwin E. Slosson, who not only is a chemist of distinction but holds down an
editorial desk at the Independent and a chair at the Columbia School of Journalism.
Slosson's story serves most entertainingly to lay a basis of intelligent understanding
of the vital need of America's chemical independence and should, I believe, be read
by every leader of political thought throughout our country. When you have read
this book-as I know you will-I shall appreciate hearing from you any ideas which it
may suggest to you.To fulfill its function of aiding in the advancement and development of chemistry
and allied sciences in the United States, the Chemical Foundation is seeking to in-
form the people of this country of the dependence of all of them upon preserving their
chemical freedom, wrested from Germany during the war, and to interest them in
wider educational efforts that alone can furnish our country with trained chemists
to hold and push forward this essential science. As we realize that chemical research
aims constantly to improve and cheapen every process in every business-just as it is
striving now to solve your newsprint and ink problems-this science seems too essen-
tial to our prosperity to be grasped again by a foreign monopoly. The same science
that forever fights the high cost of living in factory and farm, also guards the sanitation
of our homes, as well as affects everything we eat and wear. Of course you know that
every laboratory and dye works can be turned, overnight, into a powerful production
plant for war gases and explosives.

By far the most inspiring object that American chemists can attain, to my mind, is
the actual saving, prolonging and strengthening of human life, which has just been
opened as a possibility through the lending of the chemist's art to the joint research of
biologists, pharmacologists, and bacteriologists. If America should maintain her
chemical independence for no other result than aiding in stamping out disease and
deadly epidemics in this field, I believe that our most determined efforts to this end
would be well worth while.

I shall be most happy to furnish you with any further information on this subject
through the contact that the Chemical Foundation has established with the scientific
forces in this field and I earnestly hope that you may cooperate with us in the future
impressing the American people with the vital importance of the extension of chemical
education throughout this Nation. When our whole population learns the truth con-
cerning the American chemical situation, our sole object has been attained.

Very sincerely, yours, FRANCIS P. GARVA.N, PreeidenJ.
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LEzrER TO COLLEGE PROFESSORS, DEANS, FACULTIES, ETC.

THE CHEMICAL FOUNDATION (INC.),
'New York City, DevemNr 15, 9o.

I am sending to ou under separate cover, a copy of "Creative Chemiftry," by
Edwin E. Slosson, M1. b., Ph. D., as well as a pamphlet concerning The Chemical
Foundation. Whether or not the field in which you are engaged as a leader and
teacher directly touches that treated by Dr. Slosson, I most earnestly hope that you
will read his fascinating story for its bearnng on that most vital of our pressing national
problems, the creation and preservation of America's chemical independence. When
you have read this book--as I know you will-I trust that you may give me the benefit
of such ideas on this subject as may occur to you. a

In fulfilling its function of aiding in the advancement and development of
chemical and allied science in the United States, the Chemical Foundation is striving
to show all classes of the American people their dependence upon our chemical
progress and to interest them in the spread of chomicaf education. We'are entering
upon the ago of chemistry; and if your nation is to take its place among the leaders
in chemica research and resource, we must look to such institutions as yours for the
trained men and women to carry on in the fight against Germany supremacy that was
begun by our chemists during the war.

Ae one of those whose personality and teachings are shaping the minds of the coming
generation of educated men and women, I am appealing to you for your most patriotic
and intelligent cooperation with us in presenting to American people through their
thinkers, the cause of chemical scientific advancement and accomplishment as it
concerns their safety, welfare and prosperity.

Very sincerely, yours, FRANCIS . GARVA, President.

LEVtER TO AGRICULTURALL AOENT;I.

THE CHEMICAL FOUNDATION (INc.),
New York ity, December 18, 1920.

I am sending you, under separate cover, Dr. Edwin Slosson's "Creative Chemistry,"
a book that I believe must prove of especial interest and value ul every expert who is
dealing with this country's agricultural problems. When you have read this book-
as I know you will-I shall appreciate hearing from you your opinon of it and any
Suggestions that may occur to you as to how its message may be best conveyed to our
agricultural population.

In fulfilling its function of acquainting the American people with the facts con-
cerning the chemical lesson of the war and the vital importance of retaining our
chemical independence for the future, the Chemical F6undation is particularly
anxious to convince the farmers of this country of their strong, natural interest in
this object. Unless we succeed in maintaining, advancing, and developing chemical
education and scientific research throughout our land, you will realize that the
important chemical elenient in agriculture, as well as in all industry and in the whole
field of medicine, must be again controlled by a foreign power. The refertidization
of our land seems to be too vital a matter to allow to slip into the grasp of alien chemical
interests that have already succeeded several times in the past in destroying America's
chemical science and industry.

Once the whole American people are educated to the true situation in this matter,
as you yourself know it now, we feel no fear for the cause of chemistry. Until this
information is generally spread throughout the country, however, I think you will
agree with me that it is our duty, and your duty, as a matter of patriotic interest, to
do what we can to carry this message to those who have never heard it.. We shall
deeply appreciate any cooperation that you may be able to offer us in our educational
efforts.

Sincerely, your, FRANCIS P. GARVAN, Preside.

LETTER TO MEMBERS OF THE AMERICAN LzotoN (DououBoY LErTR).

THE CHEMICAL FOUNDATION (INO.),
New York City, December 18, 1920.

DEAR SiR: At your request, I am having shipped to you by express a copy of Dr.
Slosson's book "Creative Chemistry," as well as a pamphlet explaining the work of
the Chemical Foundation. When you have read these, I hope you will paw them
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around to the men of your pest for our supply Is limited and we want the message of
this book to reach every man Iio faced gas, bombs, or mines during the war. I shall
be very glad to hear from you what you think of the story told in this book, what your
comrades think or any action that they may take after studying the situation set
forth so clearly by Slosson.

The Chemical Foundation was formed by the Government to take over patents
seized from alien enemies who had taken them out in this country to prevent our
chemists from ever attempting to compete with the monopoly that Germany held in
all drugs, dyes and cheicals-before the war." Or job is to offer these to every Ameri.
can chemit'who can use them and to do all that we can to help maintain and develop
the chemical independence that Americans have at last been able to begin to build
up in this country. If the Senate will pass the Longworth bill providing for a few
years against foreign dumping of the dyes, drugs, and chemicals that our chemists here
have begun to make as well as the Germans, we believe that a start can be made at
placing our chemical science and industry on a footing where it can not again be
crushed by any foreign monopoly. I do not have to tell you what this must mean in
our future national defense, when you realize that every dye and chemical plant can
be turned, overnight, into a wholesale production plant of the most deadly gases and
"xlosives.

from Slosson's book you will also get an insight into what progress in chemistry
means to our future industrial prosperity in every line as well as to our home welfare,
since chemical research is always laboring to lower the cost of living by effecting
cheaper and better food, fuel, and clothing. Best of all, we now know that chemical
collaboration in connection with the joint research of biologists, pharmacologists, and
other medical scientists bids fair to work out the sure destruction of the most deadly
diseases and to save and strengthen human life.

We are confining ourselves to simply laying before all the Americans whom we can
reach the facts in this serious situation and to helping to spread as widely as possible
throughout this country general chemical education. Once the whole American
people come to understand the vital bearing of chemistry upon their lives, we have no
further fear for the future chemical independence of our Nation.

Very sincerely, yours, FRANCIs P. GAIIVAN, PUesid f.t

L~rrE TO CoNsUMERs (TEXTLE FORM).

THE CHEMICAL FOUNDATION (INC.),
New York City, April 4, 1921.

At our request the United States Tariff Commission is sending to you a copy of its
report showing the progress of the American coal-tar industry up to June 30, 1920.
We are also sending you a copy of Dr. Edwin E. Slosson's "Creative Chemistry"-a
book of w "eh Dr. Frank Crane in one of his editorials recently said:

"The bouk is tremendous. Itis an epoch.
"It is knowledge made beautiful; facts transformed to fairies.
"The reason is easy to see. Slosson has imagination. Hence he does not stupidly

write what he knows his reader can not grsp, as do most authors of scientific books.
"It is a book to own, to mark, to read aloud to the family."
Dr. Slosson is the literary editor of the Independent, and these articleswere written

by him without suggestion from any source save his realization of the intense impor.
tance of the subject. It was only after 101000 copies had been sold at $2.50 each thatwe
realized its great educational possibilities, and with the public spirited waiver of
royalties or profits by Dr. Slosson and the Century Co. we are able to distribute a
limited number.

We are asking you to read this book in order that you may realize the importance
of the part younave played and will continue to play in the progress of your-country
during the "Age of chemistry" which is upon us.

After reading it we will be grateful if you will write us your impressions suggestions,
or criticisms. If you happen to have received another copy of this book, may I ask
that you pass this along to such of your friends and business associates as may be in-
terested, keeping your copy for the boys and girls in your home circle, who will be
greatly interested in it.

The Chemical Foundation is a quasi-public corporation, formed at the suggestion
of the Government to purchase the seized German chemical patents and to license
them without favor and on equal terms to all American citizens in order that the
history of the suppression and destruction of our organic chemistry development at the
hands of the German chemical trust may be terminated. It is also now by necessity
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its purpose to see that such development be not prevented or limited by the subsi-
dized and protected English or Japanese chemical interests.

It is a corporation run without profit; any returns above fixed charges must be
devoted, according to its charter, to "the advancement and development of chemical
and allied science and industry in the United States." I

I am accompanying the book, therefore, with a pamphlet which explaini the
Chemical Foundation, the necessity of its formation, the history of our past failure in
organic chemistry, and the reasons therefor.

UPON THIS DEVELOPMENT DEPENDS THE EXISTENCE OF YOUR BUSINESS.

The purpose of the German chemical interests for 20 years has been:
1. To destroy organic chemical development in every foreign country.
2. To combine every chemical interest in Germany under one head at the moment

her world control was complete.
3. To then use that unified world control to aidin turn each dye dependent industry

in Geimany at the expense of each similar industry in every other country, including
the United States.

At the time of the World War her first two aims had been practically accomplished.
She made 90 per cent of the dyes of the world and all her chemical industries had been
combined into the "Big Six," which companies have in turn been combined into one,
the Interessen Gemeinschaft.

Only the war saved you from the domination of the "I. G."1 and its Government-
directed power of discrimination in favor of its exporting industries.

These startling statements are based upon German documents which were placed
before Congress in my testimony before the Senate committee, a copy of which I am
sending to you.

UPON THIS DEVELOPMENT DEPENDS THE SAFETY OP THIS COUNTRY.

The great controversy of the day is between armament and disarmament. Boli
sides, however, seem to be unconscious of the main lesson of the war. An armament
which does not rely upon a superior chemical development is folly; disarmament
without keeping pace with the nations of the world in cheinical developmentis suicide.
Even with chemical warfare in its infancy, a $25,000.000 battleshiI can become in
half an hour a floating morgue through the enveloping gases let loose om an aeroplane
released in the night by a distant submarine. A brigade or a city can be annihilated
in an hour. There is no protection in any future war, except an equal or superior
chemical development. Perhaps it may be that in the terrible possibilities of the
development of chemical warfare lies our chief hope for freedom from war in the future.
Ten million dollars a year spent in chemical research meanF, more sensible security than
a thousand millions spent on armies and navies without it.

The United States alone seems to have failed to realize the necessity for chemical
development. England has subsidized and consolidated her chemical resources. and
has now passed, despite her free-trade history, a protective licensing bill, insuring for
10 years freedom in development of all English chemical progress. France and Japan
have done likewise, and the Japanese Government has recently voted millions for
chemical research. The English bill was passed with the consent and a proval of the
textile industry in England, which accepted the advice of Dr. Levenstein, the British
authority on textile dyes, who Said:

"Had the war come but a little later, the ring would have been closed and our
textile industry would have appreciated an acute difference in the conditions under
which they would have receive their supplies. To-day this trust, familiarly known
as the 'I G.,' is the most powerful weapon possessed by the Germans, for, in peace
as in war it was and is a tool of the German Government. It is inconceivable that
we should voluntarily permit the 'I. .' to dictate to essential industries the terms
on which they should obtain their dyes; that we should leave to the '. G.e the power
to withhold supplies of useful or oven essential commodities or to charge consumers a
higher price than they charge their own textile trades. That, however, would have
been the situation to-day but for the extraordinary efforts made during the war
Under the graest possible difficulties to create a strong dye industry here. If these
efforts are not successful, the textile industries are not safe. The world monopoly

posessd b Geman indyetuffs was imperceptibly, becoming a desperate menace
tthe freedom of our textile trade. It is of the first importance that this should be

universally recognized. It is the main reason, apart from powerful sentimental con-
siderations, which has made the dye consumer so enthusiastic a supporter of the dye
industry since the war."
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This acceptance by England, with the determination that she too should have at
"I. C.," doubles the necesity of American independence. It is also interesting to
note that Ensland's willingness to diminish her naval program Is contemporaneous
with the closig of Mesopotamia to the outside world and the intense experimenta-
tion there of the possibilities of a combination through inventions in chemistry and
development of the aeroplane. It is daily becoming more manifest that the chemical
factories of a country are, in the words of Lord Moulton of England, its potential
arsenals. Even during the late years of the last war 90 per cent of German explosives
and 100 per cent of her gases were manufactured In her chemical factories which
were able to turn from peace industry to war activity in a night.

But there is a greater urge still for chemical development.

UPON IT RESTS THB IrTURE OF mr.DICINB.

Medicine is really the application of all the sciences to the welfare of the body.
Chemistry Is the science of the transformation of matter, and the domain of the trans-
formation of matter Includes even life itself as its loftiest phase. From our birth to
our return to dust, the laws of chemistry are the controlling laws of life, health, dis-
ease, and death, and the ever clearer recongnition of this relation is the strongest
force that is raising medicine from the uncertain realm of an art to the safer sphere
of an exact science.

One medical chemist in one chemical factory discovered the cure for syphilis, the
deadliest enemy of mankind. The same medical chemist in the same chemical
factory discovered the cure for the sleeping sickness of Africa and made a continent
habitable. We are assured that somewhere within that realm lies the hope o the cure
for consumption, cancer, and many of the seizures which rob us of our little ones.
Intensive work is now being done on these problems in colleges and foundations.

Our progress through the "age of chemistry" can not be assured, however, without
the understanding and help of all. We must build up our high-school chemistry
courses, our college staffs and laboratories, and we must maintain and encourage our
post-graduate schools--the chemical industries.

Drs. Albert and Biernstorff reported to their Government that America could never
establish the chemical industry in this contry-that we lacked the moral power for
the creation of such an industry; that here each party pursued its own selfish interests,
but nobody kept the whole in mind; that this problem could only be solved through
regard for all Voints of view, and that the conflicting selfishne of this country rendered
that solution impossible.

It is up to you and it is up to me.
Very sincerely, yours, FRANCIS P. GARVAN, President.

LzTzRa To CONSU31Rs (CLUB FORM).

Thn CHEHIOAL FOUNDATION (INC.),
New York My.

At our request the United States Tariff Commission is sending to you a copy of its
report showing the progress of the American coal-tar industry up to June 30, 1920.
We are also sending you a copy of Dr. Edwin E. Slosson's "Creative Chemistry," a
book of which Dr. Frank Crane, in one of his editorials, recently said:

"The book is tremendous. It is an epoch. It is knowledge made beautiful, facts
transformed to fairies.

"The reason is easy to see. Slosson has imagination. Hence he does not stupidly
write what he knows his reader can not grasp, as do most authors of scientific books.

"It is a book to own, to mark, to read aloud to the family."
Dr. Sloeson Is the literary editor of the Independent, and these articles were written

by him without suggestion from any source save his realization of the intense impor-
mnce of the subject. It was only after 10,000 copies had been sold, at $2.50 each,
that we realized its great educational possibilities, and with the public-spirited waiver
of royalties or profits by Dr. Slosson and the Century Co., we are able to distribute a
limited number.

We are asking you to read this book in order that your members may realize the
importance of the part they have played and will continue to play in the progress of
your country during the "Age of chemistry" which is upon us.

After readinF it we will be grateful if you will write us your impressions, sugges-
tions, or criticisms. We particularly ask that you interpt some one in your club to,
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either read this letter to the club or to read the book and letter and make them a
subject for a talk to the club.

The Chemical Foundation Is a quasi-public corporation formed at the suggestion
of the Government to purchase the seized German chemical patents and to license
them without favor and on equal terms to all American citizens in order that the
history of the suppression and destruction of our organic chemistry development at
the hands of the German chemical trust may be termiinated. It is also now by neces-
sity its purpose to see that such development be not prevented or limited by the
subsidized and protected English or Japanese chemical interests.

It is a corporation run without profit; any returns above fixed charges must be
devoted, according to its charter to "the advancement and development of chemical
and allied science and industry in the United States."

I am accompanying the book, therefore, with a pamphlet which expIlns the Chem.
Ical Foundation, the necessity of its formation, the history of our past failure in
organic chemistry, and the reasons therefor.

UPON THIS DEVELOPMENT DEPENDS THE PROGRESS O AMERICAN BUSINEtSS.

The purpose of the German chemical interests for 20 yeas has been:
1. To destroy organic chemical development in every foreign country.
2. To combine every chemical interest in Germany under one head at the moment

her world control was complete.
3. To then use that unified world control to aid in turn each dye-dependent indus-

try in Germany at the expense of each similar industry in every other country, in.cluding the United States.

At the time of the world war her first two aims had been practically accomplished.
She made 90 per cent of the dyes of the world and all her chemical industries hid been
combined into the big six, which companies have in turn been combined into one, the
Interessen Gemeinsch aft.

Only the war saved your members from the domination of the"I. G." and its Govern.
ment-directed power of discrimination in f-vor of its exporting industries.

These startling statements are based upon German documents which were placed
before Congress in my testimony before the Senate Committee, a copy of which I am
sending to you.

UPON THIS DEVELOPMENT DEPENDS THE SAFETY OF THE COUNTRY.

The great controversy of the day is between armament and disarmament. Both
sides however, seem to be unconscious of the main lon of the war. An armament
which does not rely upon a superior chemical development is folly; disarmament
without keeping pace with the nations of the world In chemical development is
suicide. Even with chemical warfare in its infancy, a $25,000,000 battleship can be-
come in half an hour a floating morgue through the enveloping gases let loose from an
airplane released in the night by a distant submarine. A brigade or a city can be
annihilated in an hour. 'There is no protection in any future war, except an equal or
superior chemical development. Perhaps it may be that in the terrible possibilities
of the development of chemical warfare lies our chief hope for freedom from war in the
future. Ten million dollars a year spent in chemical research means more sensible
security than a thousand millions spent on armies and navies without it.

The United States alone seems to have failed to realize the necessity for chemical
development. England has subsidized and consolidated her chemical resources, and
has now passed, despite her free-trade history, a protective licensing bill insuring for
10 years freedom in development of all English chemical progress. France and Japan
have done likewise, and the Japanese Government has recently voted millions for
chemial research. The English bill was passed with the consent and approval of
the textile industry in England, which accepted the advice of Dr. Levenstein, the
British authority on textile dyes, who said:

"Had the war come but a little later, the ring would have been closed and our
,textile industry would have appreciated an acate difference in the conditions under

which they would have received their supplies. To-day this trust, familiarly known
as the 'I. G.,' is the most powerful weapon possessed by the Germans, for, in peace as
in war, it was and is a tool of the German Government. It is inconceivable that we
should voluntarily permit the ' I. G.' to dictate to essential industries the terms on
which they should obtain their dyes, that we should leave to the II. G.' the power to
withhold supplies of useful or even essential commodities or to charge consumers a
higher price than they charge their own textile trades. That, however would have
been the situation to-day, but for the extraordinary efforts made during the war under
the greatest possible difficulties to create a strong dye industry here. If those efforts
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are not successful, the textile industries are not safe. 'Ihe world monopoly possessed
by Germany in dyestuffs was imperceptibly becoming a desperate menace to the
freedom of our textile trade. It Is of the first importance that this should be uni-
versally recognized. It is the main reason, apart from powerful sentimental con-
siderations, which has made the dye constimer so enthusiatic a supporter of the dye
industry since the war."

This acceptance by England, with the determination that she too should have
an "I. G.", doubles the necessity of American Independence. It is also interesting
to note that England's willingness to diminish her naval program is contemporaneous
with the closing of Mesopotamia to the outside world aud the intense experimenta-
tion there of the possibilities of a combination through inventions in chemistry and
developments of the aeroplane. It is daily becoming more manifest that the chemical
factories of a country are, in the words of Lord Moulton of England, its potential
arsenals. Even during the late years of the last war 90 per cent of German explosives
and 100 per cent of her gases were manufactured in her chemical factories which
were able to turn from peace iidustry to war activity in a night.

But there is a greater urge still for chemical development.

UPON IT RESTS THE FUTURE OF MEDICINE.

Medicine is really the application of all the sciences to the welfare of the body.
Chemistry is the science of the transformation of matter, and the domain of the
transformation of matter includes even life itself as its loftiest phase. From our
birth to our return to dust, the laws of chemistry are the controlling laws of life,
health, disease and death, and the ever clearer recognition of this relation is the
strongest force'that is raising medicine from the uncertain realm of an art to the safer
sphere of an exact science.

One medical chemist in one chemical factory discovered the cure for syphilis, the
deadliest enemy of mankind. The same medical chemist in the same chemical fac-
tory discovered the cure for the sleeping sickness of Africa and made a continent
habitable. We are assured that somewhere within that realm lies the hope of the
cure for consumption, cancer, and many of the seizures which rob us of our little
ones. Intensive work is now being done on these problems in colleges and founda-
tions.

Our progress through the "age of chemistry" can not be assured, however, without
the understanding and help of all. We must build up our high-school chemistry
courses, our college staffs and laboratories, and we must maintain and encourage our
postgraduate schools-the chemical industries.

Drs. Albert and Bernstorff reported to their Government that America could never
establish the chemical industry in this country; that we lacked the moral power for
the creation of such an industry; that here each party pursued its own selfish inter-
eats, but nobody kept the whole in mind: that this problem could only be solved
through regard for all points of view, and that the conflicting selfishness of this coun-
try rendered that solution impossible.

It is up to you and it is up to me.
Again I ask that this subject have the study and consideration of 'our club. I f

you are interested, I should like to write you later on concerning the subject of chem.
ical education in your schools.

Very sincerely, yours, • FRANCIS P. GAnivA.N, PresidenL.

LETTER TO AUTHORS.

ThE CHEMICAL FOUNDATION (INO.),
New York City, April 19, 1921.

I am sending to you, under separate cover, a copy of Creative Chemistry, a book
by Edwin E. Slosson, who not only is a chemist of distinction but holds down an
editorial desk at the Independent and a chair at the Columbia School of Journalism.
Slosson's story serves most entertainingly to lay a basis of intelligent understanding
of the vital need of America's chemicarindependence and should I believe, be read
by every leader of political thought throughout our country. When you have read
this book-and as I know you l-I shall appreciate hearing from you any ideas
which it may suggest to you.

To fulfill its function of aiding in the advancement and development of chemistry
and allied sciences in the United States The Chemical Foundation is seeking to
inform the people of this country of the dependence of all of them upon presering



DYES EMBARGO. 529

their chemical freedom, wrested from Germany during the war, and to interest them
in wider educational efforts that alone can furnish our country with trained chemists
to hold and push forward this essential science.

As we realize that chemical research aims constantly to improve and cheapen every
process in every business--just as it is striving now to solve the problems of paper and
ink-this science seems too essential to our prosperity to be gaspe again by a foreign
monopoly. The same science that forever fights the bigh cost of living in factory and
farm, also guards the sanitation of our homes, as well as affects everything we eat and
wear. O course, you know that every laboratory and dye works can be turned,
overnight, into a powerful production plant for war gases and explosives.

By far the most inspiring object that American chemists can attain, to my mind, is
the actual saving, prolonging and strengthening of human life, which has just been
opened asapossibility through the lending of the chemist's art to the joint research of
biologists, parmacologists, and bacteriologists. If America should maintain her
chemical independence for no other result than aiding in stamping out disease and
deadly epidemics in this field, I believe that our most determined efforts to this end
would be well worth while.

I shall be most happy to furnish you with any further information on this subject
through the contact that the Chemical Foundation has established with the scientific
forces in this field and I earnestly hope that you may cooperate with us in the future
in impressing the American people with the vital importance of the extension of chem-
ical education throughout this Nation. When our whole population learns the truth
concerning the American chemical situation, our sole object has been attained.

Very sincerely, yours, FRANCIS P. GARVAN, Preient.

LETTER TO SCOUTMASTERS OF Boy Scours.

With the approval of the executive board of the Boy Scouts of America, I am
sending to you, under separate cover, Dr. Edwin E. Slosson's book, "Creative Chem-
istry," together with the latest publication of the United States Bureau of Education
"Treasure Hunting of To-day," and a pamphlet outlining the purpose of the Chemical
Foundation. As a man upon whom rests much of the responsibility for the future
careers of a company of American boys, I know that you will want to get in touch
with a subject that concerns the science that must largely shape the world in which
the younger generation will live. We are entering the "Age oChemistry," and you
are one of the men who can fit the future men of America, whose safety, welfare and
prosperity will depend upon their Nation's chemical achievement, to play their part
in it. I believe that this literature will open your eyes-as it has mne-to the tre-
mendous importance of our national chemical development and independence in
the years just ahead.

As a career for any ambitious American boy, chemistry, in the opinion of our leading
scientific and business men, furnishes the most promising prospect. As it points the
way to medical accomplishment in saving, strengthening, and prolonging human life,
it af,ords inspiration to everyone. As it promises to better every process of every
business, it becomes an object of prime importance to all the workers in the world of
to-morrow.

The master chemist Perkin, began his chemical career at the ago of 15'and a few
years later completed his first successful research. To the discoveries of this boy,
who devoted his life to the laboratory test tubes, the civilized world to-day owes
much of the modern benefits of life. On his discovery of "mauve" at 18 is based
all coal-tar chemistry of dyes, medicines, and explosives. Our people need thousands
of such scientific pioneers as Perkin to create a new and a better world. Unless the
boys of America throw themselves into the international chemical competition that
has already begun, we can not hope to share as a Nation In the advantages that the
chemists of the future will wrest from nature for their compatriots.

Realizing the sturdy service that your army of boys rendered behind the lines
%*Or the nati-onal defense during the World War, I believe that you must be most keenly
interested in the vital part which chemical science and industry admittedlyplay
in our national defense for the future. When we realize that every chemical. drug,
and dye plant can be turned overnight into a wholesale production source for the
deadliest gases and explosives, and that the chemical scientists, whose research is
based upon a flourishing chemical industry, will control the superchemical warfare
of the future, we begin to understand why thd chemical development and advance-
ment of this country in the future must spell our success or failure to withstand warfare
from without our boundaries.
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-A well-developed chemical industry is our surest guaranty of future peace. Ger-
many is to-day beginning the most powerful drive of all her world-monopolizing trade
career to recapture America's chemical science and industry that she held before the
war as a hostage for our final conquest. Other foreign powers have taken steps to
build up, protected from German conquest, their own chemical interests. America
must awake to this pending peril before It is too late. No more vital message than this
for your young minutemen to spread to the people of their locality could be con.
ceived.

Beyond the bodily safety of the boys of our country, who so recently faced the
hellish gases of the German dye plants, scientists tell us that there lies in chemical
research a bright prospect for discovering new means to check such plagues as tuber-
culosis, in co latioration with the kindred workers in the fields of bacteriology,
biology, pathology, and pharmacology. With the Inspiring prospect of defeating
disease as a goal for their progressive research the American chemists of the coming
generation have every incentive to bend to their test tubes and call for the support
of the whole country.

When you have read Dr. Slosson'a book and the other matter which I am sending
to you--as I know you will-I trust that you will write to me such suggestions or
impressions as occur to you. I feel sure that you will be glad to read thee books to
your boys and to make every effort in your community, through your schools, libraries,
and other educational forces, to bring about a more thorough teaching of this very
vital sub ect.

The Chemical Foundation, by its charter, is devoted to the "advancement and
development of chemical and allied sciences and industries in the Uhited States."
Our function is simply to lay before you the facts in America's critical chemical
situation to-day. When all Americans come to realize the necessity for general
chemical education and enterprise, I believe we need have no fear for the outcome.
It seems to me that there can be no higher service that you and your boys can render
our country in its present chemical emergency than to spread the message which
you will gather from the printed pages that I deem It a privilege to lay before you.

Very sincerely, yours, FRANCIS P. GARvaN, Praedent.

LErrER TO MILLIONAIRES.

It is now well understood that the progress of Germany, from an agricultural nation
In 1870 totbe proud position of the second industrial countryof the 'orld in 1914, was
attributable to her realization of the true relation of science and industry.

Germany first learned this lesson from her chemists' development of the coal-tar
industry. She first ..psp the importance of Perkin's discovery in 1866; her appli-
cation of that scientific discovery of an Englishman was the foundation of her chem.
ical p ress. and her chemical progress was the measure of her industrial progress.

in orger that you may have before you a readable story of the progress of chemistry
and of its tremendous importance to-dy in our industrial life, in our national defense,
and in our hope of medical advtuner! !&, I am sending to you, under separate cover,
a copy of "Creative Chemistry," %.y )r. Edwin E. Sloon. Dr. Slosson wrote this
remarkable book while he was i n editor of the Independent. and it was long after
its publication that its great power of telling the important story of chemistry was
fully realized.

I hope that you will enjoy the reading of this fascinating volume so I have, and that
when you have grasped its me e you will lend your influence to the efforts of the
Chemical Foundation to spread this knowledge broadcast among the American people.We are entering the "Age of Chemistry," and our Nation's prosperity, safety, and
well-being must depend upon the maintenance of our chemical Independence and
advancement in this basic development of science and industry.

The Chemical Foundation is a quasi-public corporation, formed by the Government
to take over the seized German patents-in chemistry, in order that chemical education
and development in this country may be unrestricted and that the history of the
suppression and destruction of this development at the hands of the German chemical
Trust may come to an end. It is a corporation run withoutprofit; any returns above
fixed charges which may accrue to the corporation must be devoted according to the
charter, "to the advancement and development of chemical and allied science and
industry in the United States." We believe that the first step in accomplishing this
object is the education of the American people to an understanding of this problem
and of its vital importance to the nation.
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The control of the Chemical Foundation Is lodged in its board of trustees, compo
of the following gentlemen: Otto T. Bannard (chairman the New York Trust Co.,
New York); Hon. George L. Ingraham (late presiding justice, appellate division, first
department, New York Supreme Court); Clevelandy. Dodge;.B. Howell Griswold,
jr. (of Alexander Brown & Sons, Baltimore); Bradley W. Palmer (of Storey, Thorn.
dike, Palmer & Dodge). Francis P. Garvan Is president of this organization, and
Thomas W. Miller, Alien Property Custodian, is its vice president. All of these
gentlemen serve without any compensation.

George J. Corbett, former vice president of the Central Union Trust Co. of New
York, has charge of the business management of this organization, as secretary and
treasurer.

In addition to Dr. Slosson's book and a pamphlet explaining the work of the Chem.
ical Foundation, I am sending to you a pamphlet describing an exhibit, especially
prepared by the Chemical Warfare Service and the National Reseaih Council, as
well as a pamphlet prepared by the United States Bureau of Education..

I shall appre1ate it If you can give me the benefit of such ideas and suggestions as
occur to you after you have read the literature which I am sending to you.

Very sincerely, yours, FRANCIS P. GARy^N, Preaidefit

Senator MosEs. That is a rather expensive book?
Mr. CHOATE. I think it is. It has resulted in a very serious deficit

to the Chemical Foundation up to date.
Senator Moses. And this list was very carefully selected?
Mr. CHOATE. It is carefully selected with the idea of spreading as

far as possible, particularly among the young, the idea of the impor-
tance of creative chemistry-by which I mean the chemistry which
produces new things, both in industry and in science.

Senator MOSES. I think there were three copies arrived in my house,
and I wondered just how it happened.

Mr. CHOATE. There have been duplications, but I think it would be
very desirable if the Senator would read the book three times.
[Laughter.]

Senator MosEs. I have read it once, which is quite sufficient.
(Laughter.)

Senator LA FOLLETTE. Coming back to the organization of the
Chemical Foundation-

Mr. CHOATE (interposing). Will the Senator let me state-
Senator LA FOLLETrE (interposing). Sure.
Mr. CHOATE (continuing). Before I begin, that the purpose of

sending these letters with the books was to insure that the book
would not be cast into the waste basket, as it usually the fate of
literature sent about without personal letters. I may also state that
the result has been very gratifying, in that we have received some-
thing like 15 per cent of acknowledgements indicating the actual
reading of the'book by one or more recipients.

Senator LA FOLLErrE. Have you, by the way, q copy of the letter
that was sent with this book to the American Legion

Mr. CHOATE. I asked him to put in each form. The whole lot
will be put in-they are here.

Senator LA FOLLEWrE. Will you let me se, that letter?
(Mr. Choate thereupon handed to Senator La Follette the book

containing the letters, and designated the one asked for.)
Mr. CHOATE. I am reminded ihat the American Legion copies were

sent on the request of the American Legion.
Senator SMooT. You mean that each branch of the American

Legion requested a copy?
Mr. CIOATE. I am not able to state precisely.
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Senator MosEs. How many copies did he say were sent to the
American LegionI

Senator SMoOT. Five hundred.
Mr. CHOATE. I am informed by Mr. Mead that 500 such requests

were sent in, separate requests, and that these were sent in response.
Senator SMOOT. There were 500 American Legion organizations.
Mr. CHOATE. I think individuals.
Senator SMooT. Oh, I thought they were members of the legion.
Mr. CHOATE. Five hundred copies were sent out to members of the

American Legion, I am now informed, in answer to personal requests.
I have no knowledge of it, because it was detailed work of the organ-
ization, wlich would not come under my eye.

Senator LA FOLLEirE. This letter states that the Chemical Foun-
dation was formed by the Government to take over patents seized
from alien owners. Is that in accordance with the facts I

Mr. CHOATE. I think that is inaccurate. I have not seen that
particular letter before. I think you are quite right.

Senator SMooT. I believe that iA why they asked for that.
The CH uMAN. Who drew this letter; do you know?
Mr. CHOATE. I have not any idea.
Senator SmooT. Who is Mr. Ramsay Hoguet?
Mr. CHOATE. Mr. Ramsay Hoguet was the patent attorney of the

Chemical Foundation.
Senator SMOOT. Was he also connected with the Alien Property

Custodian's office?
Mr. CIHOATE. He did a lot of patent work for the Alien Property

Custodian. He was not in any sense on the pay roll of the custodian,
and he devoted a couple of years of his life to the work with the most.
painstaking assiduity and complete self-sacrifice.

Senator SmOOT. as he a dollar-a-year man?
Mr. CHOATE. I am informed that he was not.
Senator SMooT. Who is Mr. Keohan?
Mr. CHOATE. Mr. Keohan is an assistant now employed by the

Chemical Foundation.
Senator SMooT. In what capacity ?
Mr. CHOATE. Oh, in a general capacity; I do not know exactly

how to state his duties; he is the Washington representative, I think.
Senator SmooT. In charge of the offlce-hereI
Mr. CHOATE. In charge of the office here; yes.
Senator SMoOm. Was he also connected with the Alien Property

Custodian's office in some way?
Mr. CHOATE. Whether he had any definite connection with the

Alien Property Custodian's office or not, I do not know. He did
act as assistant to Mr. Garvan in a great many matters.

Senator SMoOr. What royalty does this company charge on it.
patents for importations?

Mr. CHOATE. For importations. 10 per cent.
Senator Mosis. Does that apply only to chemicals?
Mr. CHOATE. I do not know whether there have been, any importa-

tions under any of the other patents, but I think not.
Senator MosEs. You think it does not apply only to chemicals?
Mr. CHOATE. I think there have been no importations other than

dyes and chemicals which are covered by the patents of the Founda-
tion.
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* Senator MosEs. Those other articles are covered by the patents
that- might be imported and upon which you might exact the royalty
of 10 per cent.

Mr. CHOATE. Some scientific apparatus connected more or less
with chemistry.

Senator MOSES. Of what natureI
Mr. CHOATE. Optical glass, and things of that kind.
Senator MosEs. Has the foundation ever looked into the question

of the licenses that were issued by the Federal Trade Commission ?
Mr. CHOATE. Ve*y closely; yes.
Senator MosEs. With what view?
Mr. CHOATE. With what view?
Senator MosEs. Yes.
Mr. CHOATE. With every view, because many of the patents under

which the Federal Trade Commission licenses were issued are now
owned by the foundation, and it was imperative to discover.what,
if any, rights we had with reference to those patents.

Senator MosEs. Did you determine what your rights wereI
Mr. CHOATE. I determined what I, as a lawyer, thought they were.
Senator MosEs. Did you advise your clients to seek to enforce

them?
Mr. CHOATE. I advised my clients what those rights were, and

I did not give any advice as to what should be done.
Senator MosEs. Did your client direct you to enforce the rights as

you interpreted them?
Mr. CHOATE. Not yet.
Senator MOSES. Were any steps ever taken formally or informally

by the Federal TradeCommission for the enforcement of those rights ?
Mr. CHoATE. No; I think not.
Senator MosEs. Or for the recovery of fees?
Mr. CHOATE. I think not.
Senator MosEs. No correspondence was ever had?
Mr. CHOATE. I do not think so; I do not recall. There has been a

great deal of correspondence with the Federal Trade Commission
on the subject of the licenses.

Senator MosEs. Were any consultations ever held with repre-
sentatives of the Federal Trade Commission?

Mr. CHOATE. I could not state; I never had any. I have not any
idea what anybody else may have had.

I would like to make a little explanation on that subject, Senator
Moses: There seems to be a very wide misapprehension as to the
nature of the Federal Trade Commission licenses. In my view-
and I think it is concurred in by most lawyers-the Federal Trade
Commission license amounts to nothing more than a safe conduct, I
might say, against injunction. It provides that the licensee shall
pay a certain sum while the license is in force which sum is to be
held as security for the result of a lawsuit to be commenced after.
determination of the war by the owner of the patent-whatever is
meant by that in the act--against the licensee to recover the fair
value of the use of the patent. That sum recovered in that action
may enormously exceed the sums paid as so-called royalty under the
F ral Trade missionn license. The recovery may be less than
the sum so paid; in case it is less, the balance is to be returned to the
licensee; in case it is more, the licensee will have to pay more.
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The law makes it very clear that the funds-paid into the Federal
Trade Commision, or under the Federal Trade Commission licenses,
belong to the owner of the patent, and if the Chemical Foundation is,
within the meaning of that law, the owner of the patent, I suppose
it will eventually be entitled to the funds thus paid in, not otherwise.

Senator MosEs. Has any intimation been made to the Federal
Trade Commission that suit will be brought for the recovery of those
funds?

Mr. CHOATE. No. You understand, suit can not possibly be
commenced against the Federal Trade Commission or against the
United States Government; it must be a separate suit against each
licensee.

Senator LA FOLLETrE. What is the capital stock of the founda-
tion?

Mr. CHOATE. The authorized capital stock was $500,000, to be
divided into $100 000 common and $400,000 preferred, both limited
to 6 per cent dividends. Of the $400,000, $399,700 have been issued;
of the common, $29,200 have been issued, making a total of $428,900;
and the common stock which is the only voting stock, is held by 158
stockholders, no one of whom holds more than two shares.

Senator MosEs. Is that stock involved in the voting trust?
Mr. CHOATE. That stock was placed in a voting trust to last 17

years.
Senator MosEs. Who are the trustees?
Mr. CHOATE. Let me finish what I was going to say about that, if

you do not mind. The voting trust was to last 17 years, so that it
might cover the life of all existing patents, and that was why the
corporation was incorporated in Delaware rather than New York,
because under the Delaware laws, we were advised by Judge Gray,
a voting trust might be made to continue for that length of time,
while in the State of New York one can continue only for five years.
The purpose of that voting trust was in order that the-

Senator MosEs (interposing). Since when has that been made a
statute in New York?

Mr. CHOATE. Oh, a long time--the purpose of the voting trust was
in order that the voting power of this corporation and its control
might be placed in the hands of impartial persons of the utmost
probity and reputation, who were not interested in either the textile
qr dye-consuming industries on the one hand, or the dye-making or
chemical industry, on the other, so that the Foundation might never
be used as an instrument of monopoly or for the oppression of either
industry.

Senator MosEs. Having been allowed to make that statement in
behalf of your client, will you now tell me'who the trustees are?,

Mr. CHOATE. The trustees are Mr. Otto T. Bannard, of New York
chairman of the board of the New York Trust Co., and trustee of
,Yale University, and, I think, one of the trustees of the Harkness
Foundation; Cleveland H. Dodge, who is too well known to require
any explanation; George L. Ingraham for many years presiding
justice of the appellate division, first department, in the State of
New York B. Howell Griswold, of the firm of Alexander Brown &
Sons well-known Baltimore bankers; and Mr. Bradley Palmer, the
well-known lawyer of Boston, who was elected on the 4th of April,
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1921, and succeeded Mr. Ralph Stone the president of the Detroit
Trust Co., who had up to that time been a trustee and who then
resigned.

Senator LA FOLLETTE. Have you a list of the stockholders before
youI

Mr. CHOATE. I have.
Senator LA FOLLETTE. What is the total number?
Mr. CHOATE. The total number in this list is 158.
Senator LA FOLLETTE. Is that the list of the stockholders of the

common stock?
1fr. CHOATE. That is the list of the stockholders of the common

stock, and I think every holder of the common stock also holds some
preferred.

Senator MosEs. Does that list show the date of thatI
Mr. CNOATE. I do not think so, but the subscriptions have come

along gradually from thevery beginning.
Senator MosEs. Was the foundation originally underwritten ?
Mr. CHOATE. I am informed that the underwriting was arranged

by those members of the Dyes Institute who cared to participate
by putting up $500,000 to provide $250,000, which was understood
to be necessary to purchase patents and $250,000 for working capital.

Senator MosEs. Do you remember who constituted that under-
writing group and the amountI

Mr. CHOATE. I have a list of them somewhere. I think it went in
in the former hearings. I can easily furnish it. I think it is in the
former hearings in Mr. Garvan's testimony.

Senator LA FOLLETTE. Will you have your secretary or somebody
find it?

Mr. CHOATE. I think it is in Mr. Garvan's testimony; if it is not,
we will furnish it. The hope was when the foundation was organ-
ized that we should eventually obtain 500 stockholders, each of om
would have two shares of the common and eight shares of the pre-
ferred stock, making an exact equality, and then the entire amount
of the underwriting, except $1000 apiece, could be returned to each
of the underwriters. But we have never been able to obtain more
than 158 stockholders, although almost everybody in the industry
has been invited to come in, and accordingly it has only been possible
to return to the underwriters the amount paid by the additional
subscribers for their two shares of common stock and their eight
shares of preferred apiece.

Senator LA FOLLETTE. Are they all holders of stock in this founda-
tion I

Ar. CHOATE. I hope they are; I do not recall at the present time
whether they are or not.

Senator LA FOLLETTE. You may put in the record a list of your
stockholders.

Mr. CHOATE. A list which I think is complete really, up to date, is
in the last hearing.

Senator LA FOLLETTE. Just furnish a list complete up to date in,
your record of to-dfy, if you please.

Mr. CHOATE. Gladly.
The CHmpMAN;. It will be printed in this record at the request of

Senator La Follette, and fir. Choate will please furnish the same.
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Senator LA FOLLErME. What, if you know, are the assets of the
Du Pont Co.I

Mr. CHOATE. I have not the least idea.
Senator LA FOLLEITE. They are interested in the dye business,

are they notI
Mr. CHoAmz. As a very small part and branch of their enormous

other business. I understand that the total amount of their invest-
ment in the dye business does not exceed $15,000 000; I am told so.
Senator LA FOLLETfE. But it is enough to lead that company to

take quite an interest in propaganda and in furnishing testimony to
secure the enactment of this embargo?

Mr. CHOATz. I do not know whether it is enough to lead them to
take an interest in propaganda; but it is, I think, enough to lead
them'to want the proper protection of the industry. I should think
It would be, at least.

Senator MosEs. I think it is Senator La Follette.
Senator LA FOLLE.rE. In ths connection, Mr. Chairman, I wish

to insert in the record the remarks of Senator Thomas, of Colorado,
together with the matter which he introduced in connection with
his address at that time, showing the connection of the Du Pont Co.
with the Levinstein Co. of England. It will be found on pages 6742
and 6743 of the Congressional Record.

The CHAMIMAN. At the request of Senator La Follette the remarks
of Senator Thomas will be inserted.

(The matter referred to is as follows:)

THE DYE INDUSTRY.

The Senate, as in Committee of the Whole resumed the consideration of the bill
(H. R. 8078) to regulate the importation of coal.tar products, to promote the establish.
ment of the manufacture thereof in the United States, and, as incident thereto, to
amend the act of September 8, 1916, entitled "An act to increase the revenue, and for
other urposes."

Mr. THOMAS. Mr. President, I crave the indulgence of the Senate fora very brief time
this morning. In explanation of my request I may Fay that since the recess of yester-
day I have received a very important communication directly in line with some
portions of my discussion of the dye hill, and therefore I think 't of prime importance
to the Senate. This document consists of a circular to the drug and chemical markets
from Boston, and is entitled:

"SUES DU PONT CO. FOR 1,000,(OOD-DIsCLOSINO SECRET AGREEMENT-EDOAR LEVIN-
STEIN" ALLEOES BREACH OF CONTRACT, AND CITES ARRANGEMENT .WHEREBY DU
FONTS 'AND LEVINSTEIN EXCHANGE PATENTS AND SECRET PROCESSES-AGREEMENT
TO DIVIDE WORLD'S MARKETS.

"(Special to Drug and Chemical Markets.)

"BOSTON, MASS., May is.
"Suit for $1,000,000 damages alleging breach of contract, was filed in the United

States district court, Boston, tfay 7, by Edgar Levinstain, of Nahant, against E. I.
Du Pont de Nemours & Co., of Wilington, Del.

"The complaint alleges that the Du Pont Co. in 1916 bought of Levinstoin (Ltd.),
of Manchester, England the exclusive right to manufacture and sell the Levinstein
dyes in America, with the agreement that Edgar Levinstein, who had for many years
been the sole representative of Levinstein (Ltd.) in the United Stato, with headquar-
ters in Boston, should be continued as a soiling medium for those dyes.

"It is also alleged that the Du Pont Co. undertook to reserve for him an annual
supply of Levinstein dyes, and also Du Pont's own dye products, on which he was
guaranteed a profit, and agreed that it would make every effort to enable him to retain
the customers obtained by him while he was representing Levinstein (Ltd.) and doing
business under the name of I. Levinstein & Co. (Inc.).

"The Du Pont Co. is alleged to have solicited and induced plaintiff's customers
by unfair methods, to transfer their trade and customs in dyes from him to itself and
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to have violated its contract in other respects with the deliberate purpose of driving
the plaintiff out of business.

"B. M. Morse and Frank H. Stewart, No. 8 Beacon Street, Boston, counsel for the
plaintiff, say in their complaint:

"' TERMS 01 AGREEMENT.

" 'The plaintiff says that for a long time prior to November 30 1916, as sole repre-
sentative of Levinstein (Ltd.), a corporation duly organized and establised by law
and having its principalplace of business at Manchester England, and 1. Levifstein
& Co. (Inc.), a corporation duly organized and established under the laws of the
Commonwealth of Massachusetts, and having its principal place of business at Boston
within said district, he had been engaged in building up and carrying on in the United
States a large and profitable dyestuffs business, especially as a selling medium for the
dye products and manufactured under the processes and brands of Levinstein (Ltd.)
and had obtained a large number of important and profitable customers.

" 'That on March 27, 1918, the plaintiff and defendant entered into a written con
tract, by the terms whereof the defendant, among other thin, geed in substance
and effect with the plaintiff to protect thqtrade and good will so built up by him in
dyestuffs as aforesaid, and in particular agreed to reserve for him from its manufacture
and production of both Levinstein and Du Pont dyes, so called, a supply of 600 tons
in each and every consecutive 12 months at a price to enable him to sel to his custom-
ors at the defendant's usual prces.

"'ALLEGES BREACH OP CONTRACT.

"'That the defendant did not reserve for him from Its manufacture and production
,of both Levinstein and Du Pont dyes, so called, a supply of 600 tons in each and every
consecutive 12 months at a price to enable him to sell to his customers at the defend-
ant's usual prices and leave him a reasonable profit, but that, on the contrary, the
defendant in violation of its contract with the plaintiff and with the deliberate pur-
pose and intent of obtaining for itself the plaintiff's established trade, custom, and
good will and depriving the plaintiff of the same and embarasing him and driving
him out of his long-established business, has intentionally and deliberately failed,
neglected, and refutsed, and stol refuses, to supply him on order with dyes for his
customers; has withheld and delayed, and still'withholds and delays, shipments to
him after accepting his orders for dyes, and has concealed prices and changes in prices
from him; has obstructed, hindered, and delayed him, and still obstructs, hinders,
and delays him, in obtaining orders from his customers and in placing orders with
itself and in obtaining a fair selection of colors from it; and the plaintiff further says
that the defendant by divers inducements, devices, means, and unfair methods and
practices has covertly, secretly, and persistently solicited, canvassed, importuned,
persuaded, and induced the customers of the plaintiff to transfer and divert their
trade and custom in dyes from the plaintiff to the defendant.' "

Then follows the agreement between the Du Pont Co. and Levinstein (Ltd.). It
is that to which I crave the attention of the Senate. What I have so far read is merely
introductory.

"The agreement between E. I. du Pont de Nemours & Co., of Wilmington, Del,
and Levinstein (Ltd.), of Manchester, England, makes the following arrangements
for an exchange of information regarding patented or secret processes and the appara-
tus, machinery, and plant necessary for the manufacture of dyes, intermediates, and
raw materials. •

"LEVINSTEIN AND DU PONT AOnEEMENT.

"The parties shall be entitled to the following rights in respect to all patented
inventions and secret processes mentioned in clause -hereof videlicit:

"(a) Levinsteins shall have exclusive rights for the use, manufacture, and sale
-under its own and the Du Pont Co.'s patented inventions and secret processes through-
out Great Britain, Ireland, India, and all British possessions. colonies, and dependen-
cies (except Canada), France, Italy, Spain, Belgium, Holland, Portugal, Switzerland,
Denmark, Norway, and Sweden, and nonexclusive rights throughout Canada and all
other countries except those for which the Da Pont Co. is to have exclusive rights.

"(b) The Du Pont Co. shall have excl'ehive rights for the use, manufacture, and
sale under its own and Levinstein's patented inventions and secret processes through.
out the United States of America and all its pse...ons, present and future, Mexico
and Central and South America, and nonexcluive rights throughout all other countries
except those for which Levinsteins is to have exclusive rights."
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Here is a partition of the world between two huge institutions which are engaged
in the same business and which finds its analog in that historical inident centuries

ago, when the Pope, by arbitrary decree, divided the world into two portions, assigning
the eastern to Spain and the western to Portugal.

"LEVINSTEIN PAYMENTS.

"If the information to be furnished by Levinsteins to the Du Pont Co. shall be
capable of turning out finished products of the standard of the products from time to
time sold by Levinsteins, and if the synthetic indigo produced by such processes shall
be up to the commercial standard heretofore ruling in the United States, the Du Pont
Co. pay to Levinstoins £25,000 in each of the 10 years from July 1, 1917, to July
1192? tefirst paymenttobemadeonluly1 1918 The condition forsuch payment
shall be deemed conclusively to be performed if Levinsteins shall at their works pro-
duce finished products and synthetic indigoof the before-mentioned standards and
shall prove that they furnished the Du Pont Co. with the information and instruction
necessary to produce the same, whether in fact the Du Pont Co. are or are not able to
produce the same or do or do not produce the same."

Thatistosay the Du Ponts may, without violating the contract, suspend production
if the mutual Interests of those two world-dominant corporations should find that
course the more profitable.

PROVISION FOR ROYALTIES.

"The royalties payable by the party accepting the license shall be 5 per cent on
the selling value of the finished product delivered in the country of manufacture.
In the case of a patented invention the royalty shall not be payable beyond the exist-
once of the patent and in the case of secret process shall be payable only during the
continuance of this agreement. The royalties payable to Levinsteins under this
clause shall be additional to the £2.5,000 a year mentioned in clause 3 hereof..

"It is intended to hold in June, 1917- "
The dates in this document seem to be inconsistent, but I presume that is due to

errors in copying-
"in America a meeting by representatives of the parties hereto for the purpose of
arranging slling facilities for nonexclusive Asiatic territory, particularly Japan and
China, the intention being to arrange, if possible a int sellin company the capital
of which is to be subscried and its sales to be divided as neary as poile In equal
parts by the parties hereto."

Let me ask here, Mr. President, if it be true that this industry is to perish unless
the pending bill shall be enacted, how is it that the Du Pont Co., a pnncipal bene-
fci-ry under it, should assume the risk in July, 1918, of making a contract with the
Levirsteins, under which the two agreed to organize a corporation as a medium for
securiig and controlling the dye business of Japan and China? Where Is there in
this document the slightest expiession'which would indicate apprehension of a drastic
and destructive German competition?

Bear In mind, Mr. President, that this contract was made during the war, under
the then existing duties in America upon dyestuffs, nearly one year before the Presi-
dent recommended further legislation in behalf of the industry, and long before
anyone could assume what the character of that legislation might be or even the
form it might assume.

Mr. NUio rT. Mr. Preident-
Mr. THOMAS. I yield to the Senator from Idaho.
Mr. NuoNNT. I rise merely to ask a question for information. I desire to ask the

Senator from Colorado whether or not lie understands that the contract which he
has read is applicable only to dyes that have been patented by the Du Ponts and the
Levinsteins?

Mr. THOMAS. And also to secret processes which are controlled by the two corpora-
tions.

Mr. NUOzNT. It applies also to secret processes?
Mr. THOMAS. Yes; as may be devised by either of the two contracting parties.

It does apply to that class of dyes. However, Mr. President, itis the commencement,
the initiation, of the monopolistic condition.to which I directed the attention of the
Senate on yesterday.

Mr. NVOUNT. Mr. President, does the Senator from Colorado understand that that
contract has to do with patents for dyes that are not produced in Germany?

Mr. THOMAS. It has to do with allpatents for dyes which ar controlled by either
of the contracting parties and with such secrt proc~ues as either may have devised
or may devise during the life of the contract; it Is an agreement of world-wide dimen-
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sions, and must necessarily, therefore, have to do with the dye industry as a whole,
for I assume that through and by means of such an enormous combination of the
great dye house of England and the great dye house of America control of the industry
will be ultimately acquired" I proceed:

"If any difference or dispute shall arise between the parties hereto in respect of
this agreement or any matter or thing relating thereto, the same shall be referred
to the president for the time being of the Du Pont Co. or his nominee and the chair-
man for the time being of the Levinsteins or his nominee, who shall arbitrate the
same and whose award shall be final."

Mr. SIMMONS. Mr. President, will the Senator permit me to ask him a question?
Mr..THOMAS. I yield to the Senator.
Mr. SIMMONS. I do not undersand from the reading by the Senator of the con-

tract whether or not the United States was apportioned exclusively to the Du Fonts.
Mr. THOMAS. The United States as it now exists and all territory or dominions

which it may hereafter acquire.
Mr. SIMMoNS. And the English house Is not permitted to sell under that contract

within such territory?
Mr. THOMAS. Evidently not, unless this contract, this partnership aiiangement,

this executory arrangement, is ultimately to be applied to the remaind-er of tb world.
Mr. SIMMONS. Doesit also provide that the Du-Ponts shall not sell in Great Britain?
Mr. THOMAS. Yes. The Senator perhaps was not present when I read that part of

the document virtually dividing the world Into halves. I will read it again for the
benefit of the Senator:

"(a) Levinsteins shall have exclusive rights for the use, manufacture, and sale
under its own and the Du Pont Co.'s patented inventions and secret proceses through-
out Greit Britain, Ireland, India, ani all British possesions, colonies, and dependen-
cies (except Canada), France, Italy, Spain, Belgium, Holland, Portugal, Switzer-
land, Denmark, Norway, and Sweden, and nonexclusive rights toug out Canada
and all other countries except those for which the Du Pont Co. is to have exclusive
rights."1

It Is a partition of the entire globe. Just what the proportions are I have not
attempted to calculate; I have not had time to do so; but the Du Pont Co. shall have
excluive rights as to its part and the Levinstein Co. shall have exclusive rights as to
its fart, subject to the executory contract to be drawn between them for dividing the
spox-lsin China and Japan.

Mr. ToWNSS'D. Mr. President-
Mr. THOMAS. I yield.
Mr. TowNsBND.* I regret to say that I was not present when tne Senator commenced

reading the document, and I should like to ask him from what he is reading.
Mr. THOMAS. I will hand that portion of the document which I have read to the

Benator so that he can see for himIelf, and I will proceed:
'The contract between the Du Pont Co. and JLevinstein (Ltd.) was signed by J.

Amory Haskell, vice president of E. I. du Pont do Nemours & Co., and John B.
Lonsdale, chairman, and Herbert Levinstein, managing director of Levinstein (Ltd.)."

We now come to the contract for the alleged breach of which the suit was brought
which exposed the whole thing to the public.

"Edgar Letina'n'e cantract.-A second agreement made by E. I. du Pont do
Nemours & Co. with Edgar Levinstein, of Boston, says in part:

"First. The Du Pont Co. agrees to sell to Edgar Levinstein from time to time, to
an aggregate amount of not more than CO tons in each consecutive 12 months, such
finished dyes as he may select including synthetic indigo, of the standard types,
shades, and strength as heretofore or hereafter established, if and as the same are
prepared or manufactured and offered to the trade by the Du Pont Co. (or by any sub-
idiary now or hereafter to be organized by it) under the patented or unpatented In-
ventions or processes heretofore or hereaftet acquired by the Du Pont Co. from or
through Levinstein (Ltd.).

"Second. The Du Pont Co. further agrees to sell and deliver to said Edgar Levin.
stein such dyes as he may select and order f. o. b. cars at Its works, Carneys Point,
N. J., at the lowest net price current charged by Du Pont Co. or its subsidiary
same article to its most favored customer In the United States (except subsidiaries or
sales agency branches of the Du Pont Co.) less.15 per cent, which allowance of 15 per
cent shall cover all expenses and profit of said Tevinatein for handling said dyes
purchased and resold.

r"Third. The Du Pont Co. further agrees that it will reserve for Edgar Levinstein
from its manufacture and production of such dyes as aforesaid a supply of 600 tons in
each and every consecutive 12 months and that It will make every effort to enable
said Edgar LeUinstein to continue to supply the dyes aforesaid to the customers
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obtained by him In the United States while he was doing business under the name
and style of 1. Levinstein & Co. (Jnc.)."

It Is that policy which the Du Pont Co. has declined to carry out. It is that
contract the benefits of which it proposes to secure by the usual monopolistic methods;
that is to say, by ignoring its covenants and defying the injured party.

The last page of this communication recites:
Du PontCb. _Mange#.-n the reorganization of the Du Pont Co., C. W. Phellis

sales director of the explosives department, has been appointed general director of
sales, which position carries with it the supervision of the various ses departments.
each of which has its separate director. The new position has just been established
by the new executive committee, and is one of great importance, in view of the rapidly V
increasing .peace-timo activities of the company's various departmentA

"Mr. Phelis has been with the Du Pont Co. itnce January 1901 and has had wide
experience with the sales department. For his first year and a hal of service he was
connected with the shotgun smokeless-powder division, with headquarters at Cincin.
nati. Then he was made a salesman In the explosives sales department with the
Middle Eastern States as his territory. In 1906 he was made a district manager with
headquarters. at Huntington, Pa. After 10 years of successful work in the district he
was transferred to the Denver office as district manager, to take charge of the important
sales work in the Rocky Mountain States. "In November 1918 he was again advanced
and went to Wilmington as the director of sales in the exploeive branch of the Du Pont
business."

I presume the significance of this charge as regards the suit to which this document
refers is that the new sales manager will be the representative of the Du Pont Co. in
the absorption of the business of Edgar Levinstein.

Mr. President, just one word of comment. My information is the institution of this
suit came at a most appropriate time. It immediately succeeds the letter of the
publicity agent of the Du Font Co. to the Senator from New Hamire (Mr. Moses),
which the Senator from Iowa (Mr. Kenyon) yesterday placed in theRecord, and which
indicates the absorbing Interest of the Du Pont Co. in the pending legislation, and
virtually amounts to an assurance that unless the Senator from New Hampshire with-
draws his objection to the bill the Du Pont Co. will withdraw its support of Gen.
Wood; and what that support is every Senator knows as well as I. This exposition of
a step taken during the exitence of the war, when the Allies were fighting for their
lives by which a gieat American monopoly combined with a great British monopoly
to dominate the dye Industry of the world, is, to my ftind, convincing proof ofthe
Influences and the interests which are behind this bill, which initiated this legislation,
which framed the language of the measure, which induced additions regarding license
and embargo, and whlch-depend upon this le ilation as a valuable asset In the devel-
opment of their ambitions and the accomplishment of their purposes.

Mr. President, it I am correct, it must follow that the remote purpose of this bill is
little short of infamous, and that it should be rejected by the deliberate und indignant
judgment of every Member of this body.

Senator LA FOLLzTrz. I can shorten up this examination some-
what, Mr. Chairman, by incorporating in the record citations from
the testimony of Mr. Choate, as assembled and printed in the Con-
fressional Record on July 11, and I will furnish them to the reporter
dater.

Mr. CHOATE. May I suggest that if this matter contained in
earlier hearings is incorporated at all, it would be fair to incorporate
it in complete form.

The CHAmImA. You mean all the hearings that you appeared in I
Mr. CHOATE. No, sir; my testimony before the Senate committee

is what I understand to be referred to in the Senator's remarks.
Senator MosEs, I am not a member of the committee' but Senator

La Follete will undoubtedly examine Mr. Choate upon these sections
if they are not to be printed as he requests.

Mr. CHOATE. I think that will be the fairer course, because if
excerpts have been selected from my testimony it has probably been
with a wLqh to use them to produce an effect largely different from
that produced by the whole of my testimony, and if it is so used
I ought to be giver an opportunity to comment.



'The CHAMMAN. How many pages are there in the whole testimonyI
Senator L& FOLLETTEI. About a page and a half of the Congres-

sional Record.
The CixAMAN. Mr. Choate wants all the testimony printed.
Senator LA FOLLUTE. Oh, that is very voluminous.
Mr. CHOATE. No; although I am sorry to seem to contradict I

think there are only 30 pages of my testimony all told, which includes
documents which you have already asked to have put in.

Senator IA FOLLETrTE. I find that you were constantly contributing
statements all the way through the examination.

Mr. CHOATE. I think I was asked a few questions here and there.
But I think my main testimony only covers a very few pages in the
Senate hearings. In the House hearings it was very voluminous.

Senator LA FoLLwrrE. I have no objection to putting in any
-of the testimony he has given heretofore.

The CHAIRMAN. If there is no objection, in order that Mr. Choate
ma have an opportunity to have fair consideration -

Senator LA FOLLETT (interposing). And it might be printed in the
record following the quotations from your testimony.

The C.i4RmAN (continuing). Mr. Choate will supervise the gather-
in together of his testimony and what ho desires may be inserted.

of . CHOATE. I do think I can probably throw light on almost any
of the subjects referred to in your selected quotations.

The CI1A(MAN. Mr. Choate, will you hand to the stenographer
'to-day or Monday what you desire of your previous testimony to be
published as a part of your remarks, and it will be printed in the
record of to-day?

Senator D(LLINOIAM. Mr. Choate has just made a suggestion that
he would like to comment upon the testimony which has been
selected.

Mr. CIIOATE. After I know what it is I may not wish to comment
upon it. But I think a more satisfactory course will be to have the
Senator ask me questions as to such portions as he desires.

Senator LA FOLLETTE. I do not think I desire to take the time of
the committee to do that. I will hand the selections to Mr. Choate.
It is the marked portions [handing the papers referred to to Mr.
Choate).

The CHAIRSIAN. Mr. Choate, you can glano through them, and
whatever it is you are undoubtedly very familiar with it, and if you
have any running comment to make you may do so, or you may have
a chance on Monday; I do not know. We want to close this hearing
pretty soon.

Mr. CHOATE. That is, as I suspected, this contains a number of
rather-well, shall I say rather biting comments by someone; I do
not remember whose speech it is. Among others, is this comment-

Senator LA FOLLETTE (interposing). I am not proposing to insert
in the record any comments, Mr. Choate, but just simply the ques-
tions that were propounded to you by .members of the committee and
your answers to them.

Mr. CHOATE. To show you how easily these matters lead to mis-
apprehension, I must read from the clipping here something that
strikes my eye. (Reading:]

A sale to the Graselli Co. of 1,100 patents and other property for$5,400,000 made
them realize they would stand little danger in taking over 4,500 patents for $2.50,000.
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That sentence is obviously framed to make it appear that the 1,200
Bayer patents were sold to Grasselli for 15,000,000, while 4,500 were
sold to the foundation for $450,000.

Senator LA FoLtrT. Is that contained in a question or answer?
Mr. CHOATE. That is contained in the comment.
Senator LA.FOLLEFTrE. As I say, I am not offering the comment;

I am just proposing to quote from your testimony as Ifound it there.
Mr. CHOATE. But 1 think it would perhaps be only fair to clear up

that at the outset.
Senator SIIMONs. Did you not clear it up in your answer?
Mr. CHOATE. I do not think it clear enough here in the part that was

put in.
What actually happened was that the entire property of the.

Bayer Co., including the very valuable aspirin works and the
aspirin business, were sold to the Grasselli Co. for $5 400,000. But
the property was not sold as property, but sold in the. form of the
ownership of the stock of the American company which had formerly
been owned by the German company. It was that stock which
carried the patents. The patents were not sold separately and the
patents were, as I think was pointed out by Senator Watson yester-
day, turned out to be of almost negligible value.

Senator LA FOLLETJE. That is his testimony.
Mr. C IOATE. Whose testimony ?
Senator LA FOLLETTE. Watson's.
(The testimony of Mr. Choate, as submitted by Senator La Follette,

is as follows:)
From p. 88, dyestuffs hearing, Senate:)
r. CHOATE. Appear here as counsel for the Chemical Foundation, into which I

shall go in a moment, and also I have been asked to represent the American Dyes
Institute, which is an association of all the dye makers in the country, because they
have practically the same point of view presented by the Chemical Foundation to-day,
and are, therefore; properly represented by the same counsel. I came into this case,
gentlemen, through my service in the office of the Alien Property Custodian. * * *

I am a life-long Republican * * * and so although it was none of our business
as members of the Alien Property Custodian's staff but purely for what we conceived
to be reasons of public spirit, all of us who had the nowledge thus derived there very
early began to scratch our heads to see if we could not find-ome way of helping this
industry here (p. 106).

(Hearings before the Ways and Means Committee, dyestuffs, on If. R. 2706, July
14 to 20, 1919, Mr. Joseph Choate testifying, pp. 110-11:)

Mr. CHOATE. The one thing the Alien Proty Custodian had power to do without
further help from Congress was to sell them (te German dye patents). * Now,
it was obvious that the wisest thing for us to do was to sell to good American pur-
chasers, and what could we do? * 0 * It was then that the fertile brain of Mr.
Garvan, the present Alien Custodian, then in charge of the Bureau of Investigation,
conceived the high idea of getting an industrial organization to act as a trustee cor-
poration to buy the patents. I was present at every detail of every one of the con-
sultations that resulted in that organization. * * 0 It took the form it did for
this reason: In the first place, we had to get an organization that could never fall into
the control of any one body any one company, any one man or any group of men.
For that purpose we made the stock nontransferable without thie consent o the corn-
pany. * * 0 For that purpose we provided that the whole stock must be placed
in the hands of a voting trustee. * P 0
Mr. OLIELD. Can anybody use these patents (p. 114)?
Mr. CHOATE, Not everybody, but every good American citizen can make applica-

tion for a license and get it on equal terms, and they have to pay a royalty in each
case.

Mr. OLDFIELD. You effect the license system, because all of these patents are
controlled?

Mr. CHOATE. Oh, no; they are only controlled by the Chemical Foundation to a
very minor extent.

542
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(Mr. lioguet, who furnished the "soft stuff," as he calls it, must be called as a
witness. Again quoting , p. 116):

Mr. CHOATE. Ai to r. Garvan, being connected with this matter, that happened
in this way: We were casting about to get a man to take hold of It, and so Mr. Hoguet
a very ardent Republican, and myself were discussing it as thoroughly as we could
as to who could handle it. It was evident that whoever took that position (manager
of tho Chemical Foundation) would have to have a certain familiarity with the Ger.-
mans in this country. There was no other man except Mr. Garvan who had a tenth
of his qualifications in that respect.

Mr. MooRE. How did he acquire that influence?
SMr. CHOATE. As head of the Bureau of Investigation of the Alien Custodian's office

from the start. * ** I should say that Mr. Garvan is a dollar-a-year man and
has no need to ask for any other compensation, and is, therefore, serving with the
Chemical Foundation without compensation.

Mr. GRsN. Just what were your duties with the custodian of the alien property?
Mr. CnOATE. In the bureau of investigation; I had charge of the investigation of

the chemical business.
* 4 *t 4 * 4 4

Mr. CHOATE. The Bayer Co. was sold for over $5,000,000. Of course, they had
large properties.

Mr. GREEN. You knew that the patents had large value?
Mr. CHOATE. I knew that the patents had a value which no man could calculate,

because no man could say which were valuable except in rare cases. I suppose of
the 5,000 taken over a great many "ere absolutely woithless.

Mr. GREEN. Mr. Garvan occupied what position?
Mr. CHOATE. He was head of the bureau of investigation.
Mr. GaEE. And you at that time were working under him?
Mr. CHOATE. I Was.
Mr. GREEN; These companies, by virtue of their operation, whether in connection

with these patents or not, and although while holding these patents, have made lIm-
menseprofits in this country?

Mr. CHOATE. Urge profit, I should say.
Mr. Ga EN. And profits that both you and Mr. Garvan were aware of?
Mr. CHOATE. Yes.
Mr. GREEN. And learned it In the course of your operations for the Government

(p. 1181?
Mr. VHOATE. Certainly. You understand the business was not large. The total

amount of imports before the war was under $12,000,000. * * *
Mr. GREEN. Now, after these discoveries had been made by virtue of the connec-

tion with the Government (value of the German patents) this corporation, called the
Chemical Foundation, was instituted, and it was concluded to place as its president
Mr. Garvan, a very capable gentleman, and to retain an exceedingly capable lawyer
as the corporation counsel, in the person of yourself. Now, this company,
having bought these patents, you say would have a considerable power over the
imports as the result of its control of the patents (p. 118)?

Mr. CHOATE. It would have the power to control to a certain extent the operations
under tha patents. It can, if it can Induce people to take out revocable licenses,
revoke the licenses if the licensee behaves badly. Whether people will take licenses
out In that form remains to be seen.

Mr. GREEN. If, then, he who is a manufacturer in a small way comes before the
Chemical Foundation and it appears to the foundation that he lias so far not manu-
f ctured dyes to their satisfaction, and because he could not manufacture them under
these patents without having a license, or for any other reason that appeared to them
to be sufficient, he could bo excluded (p. 120)?

Mr. CHOATE. lie would be excluded if the Chemical Foundation did not believe
he was in a position to make dyes that would be a credit to the American Industries.

Mr. GRE N. That is a matter entirely in their discretion and judgment?
Mr. CHOATE. Precisely, as it is in the discretion of any other owner of patents.

PUBLIC AND PRIVATE SALES.

Mr. KrrCHiN. Now, in the sale of these patents by the Alien Property Custodian, I
believe you said that one chemical company purchased how many (p. 121)?

Mr. CHOATE. Twelve hundred before the organization of the Foundation.
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Mr. KrrcnM. At public sale?
Mr. CHOATE. Yes, sir; at public sale.
Mr. Krrcmz. Wei there another bidders for them except this chemical company?'
Mr. CHOATE. A great many of them, I think.
Mr. KrnN . How much did this company bid?
Mr. CHOATE. When the property was sold en bloc, the whole property of the Bayer

Co. was sold for $5 300,000. I forget the exact figures.
Mr. KrromN. That property included also the stock?
Mr. CHOATE. Yes, Wr; tat carried the company and Its patents.
Mr. Kiromn. Now, has that company turned over to your company these 1,200

patents? (Neitherhas the Dupont Co. or others controlling patents.)
Mr. CHOATE. No, sir; we hope they will. They are among the underwriters and

good American people, and I think they will try to do the best they can to strengthen
the Foundation.

Mr. KrrcmN. Now, your company (Chemical Foundation), after the purchase by
this chemical company of these 1,200 patents, was organized, and then the other
patents were put on sale at public auction (p. 122)?

Mr. CHOTsE. They were not sold by public sale by the custodian, because it would
have been impossible to do that for a variety of reasons. All the possible available
bidders who could have bid in good faith for these patents as real manufacturers were
already in the enterprise, because they were members of the American Dyes Institute.
The only other kind of bidder there could have been would be a holdup artist who
would buy the patents either for the benefit of his own pocket or who would buy
them to hold them up from use. It required an Executive order from the President
to effect that transfer.

Mr. KircsH. I simply desire to get the facts on the record. Now, were these pat-
ents offered separately, or were they en bloc?

Mr. CUoATs. They were sold in one transaction to the Chemical Foundation.
Mr. KiTciN. What was the actual amount of cash that was paid for them?
Mr. CHOATE. $250,000.
Mr. KrrciN. Now, did your patents cover any other part of the chemical products

except dyestuffs?
Mr. CHOATE. Yes sir; all chemical products we could lay our hands on. But it

is only in the dyestuffs that the patents are of great importance-dye and pharma-
ceutical goods--because itis only there that the patent is especially important. They
cover salvarsan and other products, and all the rest that we could get our hands on.

i fr. Francis P. Garvan testified as follow-s:)
fr. MoosE. I want again to call your attention to a matter that may be referred

to later on, which I did not personally care to stir up too much, and that is the com-
patibility of the Alien Property Custodian serving also as the president of the Chem-
ical Foundation (Inc.), which intends to enter actively into the busine.v and the
control of business, and which seeks legislation for that purpose. Is it not, in your
judgment, incompatible for one man to-hold the's two olqce3, one being administra-
tive and the other being an o.fl c where the aninistrator can assist the president of
the corporation (p.332)?

Mr. WARvAN. Can you point out any point where they conflict?
Mr. MoORZ. Is it not po-s'ble that questions affecting the integrity of the Chemical

Foundation might come before the Alien Property Custodian for adtniiistration?
Mr. GARVA.r. Can your imagination sugjge~t such a position?
Mr. MOORE. Yes.
Mr. GARVAN. I would like to hear it. If there is anything inconsistent in my two.

positions, I certainly will resign one or both. * * *
Mr. MoosE. Is it not possible that the Attorney General of the United States

might call upon his very eTcient Assistant Attorney Ceneral, whom he is now about
to appoint, in the person of the present Allen Property Custodian (Mr. Garvan), to
investigate the business of the Chemical Foundation (Inc.), of which the Assistant
Attorney General (Mr. Garvan), now Alien Property Custodian (Mr. Garvan), is
president?

Mr. (ARVAN. No; it is not.
Mr. MOORE. You think that is Impossible?
Mr. GARVAN. Absolutely impossible.
(Advisory committee of Alien Property Custodian are now Foundation trustees-

The same committee passed on sale from Government for the private company that

,(Dtyestu ifs hearng, Committee on Finance, United States Senate, H. R. 8078,
Dec. 13 1919. Mr. Garvan had not resigned after six months. Mr. FrandP. Garvan,.
Alien Property Custodian, a witness before the Senate committee, p. 520:)
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So I conceived the idea of forming the Chemical Foundation and putting all these
patents into a quas.public corporation, which would develop them and jive them
to chemical companies throughout the country. The way salvarsan had worked out
encouraged us. * * * 86 then we had this board o trustee% composed of Mr.
Otto Beunard, presidentof the New York Trust Co.; Mr. Cleveland H. Dodge, * * *
Judge Geore L. Ingraha, * * * Ralph H. Stone, president of the Detroit
Trut Co., * Benjamin Griswold, Jr., 0 * *. These gentlemen had con.
sented to act as the advisory committee for the Allen Property Custodian on questions
ofthe sale of German property. * * *

Senator CAwnni. How many patents did they take over?
Mr. GARYAN. Four thousand.
Senator CALDER. The Alien Property Custodian sold them these patents?
Mr. GARVAN. It was by private Wle by the President.
Senator CALDER. For how much money?
Mr. GARVAN. $250,000.

Mr. GARVAN. I am very anxious to make this statement as fully as powible because
I do not want to have any rumors or anything to interfere with this case. I am pleased
and delighted to answer questions to the fullest (p. 522).

Senator CALDER. I am very anxious to have information because the situation
would indicate there Is a great possibility of tremendous profits for some people.

(Relating to the value of the 4,000 German patents bought by the Chemical Founda-tion, the following testimony on p. 25 Is in point:)Mr. IooRE. Would ybu care to deny te otater-nt, since Mr. Longworth has

raised the question, that one of these 4,000 patents (salvarsan) is worth $50,000 a yearre al ty?
fr. GARVAN. I would be grateful to have you tell me the name of it.

Mr. MooRe. A one million dollar patent and you bought 4,000 of them for $250,000.
(Testimony can be had that two patents included in the sale were worth reveral

million dollars. Relating to the exclusive power poweseed by this Chemical Founda-
tion monopoly over the 4,000 patents under its control the following testimony is
relevant:)

Mr. GREEN. Reading from the charter of the Chemical Foundation "The board of
directors may refuse to issue any license or may revoke any license granted by the
corporation and may prescribe the terms and conditions of such license." "
(p. 360.

Mr. GARVAN. Do you claim that we could use arbitrary power to refuEe licen ses?
Mr. GREEN. I have not the slightest doubt of it. In the first place it rays the board

may issue; second, it shall prescribe the terms; and, third, It may revoke it at anytime it wants to * *' *
(Again referring to the dual relationship of Mr. Garvan in a public and private

capacityy)
SREEN. A considerable portion of the persons connected with the Chemical

Foundation are connected also either directly or Indirectly with the Alien Property
Custodian's office.

Mr. GARVAN. Yes, sir.
Mr. GREEN. And you consider it entirely ethical that having obtained information

through their connection with the Allen Property Custodian that they shall then sell
to an institution controlled by themselves?

Mr. GARVAN. It was by virtue of our connection with the Allen Property CusWtodian
office that we saw it as our public duty not to let this thing revert to where it was.

(Mr. Garvan compains that he was not in fact Allen Property Custodian when the
sale was made to his company. Technically, this is true in name, but as officer
apparently in charge of this property he arranged all the details for the sale, aided by
3 r. Choate, to a company of which he was president, and by his subsequent promotion
to position of Alien Property Custodian he confirmed by acquiescence that same
sole.)

(The previous testimony of Mr. Choate subsequently furnished by
him is as follows:)

Mr. CHOATE. I pointed out yesterday, perhaps not in the way of
testimony, but in .the way of reasoning, what happened in that case.

Senator SmooT. There was some doubt expressed as to the truth
of the published statement of expenses in the Congressional Record
referred to yesterday.
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Mr. CHOATE. Was that the statement of the expenses of the Dye
Institute?

Senator Smoor. Yes; of the American Dye Institute. Was that
statement correctI

Mr. CHOATE. I am not sufficiently familiar with the exact state-
ment to which you referred to say anything about it, but I should
not know anything about what expenditures the Dye Institute made
anyhow, because my only connection with the institute has been
as counsel retained by the legislative committee and doing definite
work for them.

Senator SMOO. Included in this here is your compensation of
$25,000; is that correctI

Mr. CHOATE. $25,000 was paid by them to me for all the work
which I did for them during the entire legislative campaign up to
October 20.

The CHAIRMAN. What do you mean by "legislative campaign I"
Mr. CHOATE. I mean in advising them in regard to their rights,

their position and what they ought to do and what they ought to ask
for, from the time when the first application was made to Congress for
protection in the early part of 1919.

Senator MosEs. Is that all that you did for them, Mr. Choate?
Mr. CHOATE. Was that all that I did for them?
Senator MosEs. Yes.
Mr. CHOATE. That was not all that I did for them. I made 4 trip

to France for them.
Senator MosEs. No. I mean during that period in connection

with the legislative campaign.
Mr. CHOAtE. I came down here during all of the hearings, during

many weeks when I was kept waiting for hearings that strung along
on other matters after our matter had been called. I made in-
numerable memoranda for them in regard to every possible suggestion
that was made for changes in the various bills. You will recaUll three
bills have been reported by three committees, and that there had up
to that time been two bills reported by two committees, each of
which had been changed in-I was going to say-numberless par-
ticulars at various times, any one of which might have been im-
portant.

Senator MosEs. And you consulted with innumerable Senators.
Mr. CHOATE. By no means innumerablee." I think I could

count them on the fingers of my two hands.
Senator MosEs. Some?
Mr. CHOATE. I know some.
Senator MosEs. Why was that course on the part of Mr. Met.

described by you as being so reprehensible?
Mr. CHOATE. I never meant that Mr. Metz's course in interviewing

Senators was reprehensible.
Senator MosEs. I thought you said he bitterly fought the legis.

lation.
Mr. CHOATE. I said he did, not because there was anything repre-

hensible as such in his fighting the bill, but as indicating the worth-
lessness of his opinion that this industry" could be protected by a
tariff because his interest is the other way.

Senator MosEs. It was not then at aI1 by way of criticism but
commendation I
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Mr. CHOATE. And that his interest was to get this bill defeated.
Mnator MosEs. And you was to get it pnsed?
Mr. CHOATE. Certainly; quite right.
Senator Smoor. Then this statement is not correct where it says

shows income and expenditure from January 1, 1920, to December 301
Mr. CHOATE. I do not know anything about it. You can not

possibly get me to testify as to the income and expenditure of the
American Dyes Institute.

Senator MIosEs. It is incorrect so far as you are concernedI
Mr. CHOATE. What does it say in regard to me ?
Senator MosEs. It says here from January I to October 10, 1920.
Mr. CHOATE. That refers to payments; that does not refer to the

time in which the services were rendered. No payment was ever
made to me for any service to the American Dyes Institute until
October 20, when I received the lump sum covering all services up
to that point.

Senator L. FOLLErTE. What time did you visit Paris for the
Foundation?

Mr. CHOATE. Not for the Foundation, but for the Dyes Institute.
The Foundation had nothing whatever to do with it. T sailed on the
20th of October, 1920, and I got back here, I think, on the 23d of
December, 1920.

Senator IAA FOLLFrrE. Were you over there on business for the
Alien Custodian ?

Mr. CHOATE. By no means. This was 1920; I was there purely for
the American Dyes Institute and nobody else.

Senator MosEs. How many weeks were you absent?
Mr. CHOATE. I sailed October 20 and I came back on December

23, 1920.
Senator MosEs. Six weeks?
Mr. CHOATE. No- nine weeks.
Senator MosEs. Your traveling expenses were $1,505.01?
Mr. CHOATE. I think that is an error; I think they were $1,400

and something. I may state that the amount of the staterooms
there and back was $700 and more.

Senator MosEs. I note a payment on account of Paris trip, $3,499.
Mr. CHOATE. Yes, there was an agreed fee there of $25,0 0 which

came about in this way-I think I should state it: The legislative
committee of the Dyes Institute came to me in October, 1920, and
stated to me that they were very much troubled over the effect
which was apparently being produced upon the German dye industry
by the operations of the Reparations Commission under the treat
The difficulty was this: Under annex 8 of Article VI of the treaty
the Allies were entitled to 25 per cent of the daily production, but
the Reparations Commission was authorized to require the delivery,
in case in their opinion the actual daily production was less than
normal, of 25 per cent of the normal production.

'The members of the Dyes Institute had found it very lifflcult to
obtain any accurate information as to what was happening over
there, but the reports of daily production which had come over
showed what the German factories had apparently been reporting,
and that they had apparently been making almost exclusively dyes
which if brought into this country would have come into direotcom.
petition with the dyes made in this country, instead of making the
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dyes which we did not make, and which therefore would have been
useful to the consumers. That worried them for three reasons: In the
first place, it looked like a preparation on the part of the Germans
for a campaign of full lifte forcing; in the next place it laid up large
stocks of dyes which they could have used in direct competition
with our goods; in the third place it established a shortage of certain
necessary dyes, of the absence of which the consumers had been so
bitterly complaining

For instance, take the case of any given vat dye--call it vat
pink-I do not know whether there is such a thing, but never mind.
If the Germans kept down their total production of that product
to a point away below the world's demands, the 25 per cent avail-
able under the reparations commission, if it was 25 per cent of actual
production, would not go anywhere, would not satisfy the consumers
at all. The remaining 75 per cent would be left in the hands of the
German trust for use, and they would then be in a position to sell it
to our consumers on any terms they liked, under full-line, forcing
terms, or sell it to them on the condition that they bought all their
goods from the German manufacturers. That seemed to our people
a great danger.

it also seemed to the American Dyes Institute people, as they stated
the matter to me, that the inconvenience which would be occasioned
to the consumers of this country by the absence of those special dyes
would be so great as unduly to react against any application to the
new Congress for protection, and that therefore it was up to us to
get those dyes made by the Germans and delivered in the reparations
dyes if it could be done; it could be done by the Reparations Com-
nission enforcing the provisions requiring the delivery of 25 per cent
of the normal production.

Accordingly, I was asked to go over there and find out what they
were doing, see if I could persuade the Reparations Commission
to enforce normal production so as to insure the supplies of those
essential dyes and prevent the full line forcing which would follow
their lack.

Senator MosEs. And did you accomplish that?
Mr. CHOATE. I do not think I did; Iam not sure. It is very diffi-

cult to tell what I accomplished. I may say this in regard to the
amount of the fee:

I told them what was the actual fact, that up to the vacation of
that summer of 1920 I had had-for three years no opportunity to
practice law in the ordinary sense; that since I came out of the Alien
Property Custodian's office my entire time had been taken up with
the-Dyes Institute work and the work of the Chemical Foundation;
that I had had a few weeks that autumn in which to get back into the
ordinary practice and try to get in touch again with such few clients
as I had left; that I coidd not possibly go for any ordinary fee or
under any ordinary circumstances.

They asked me to name a fee, and I named one, telling them quite
frankly that I thought it was an exorbitant price to pay for any actual
services I could render; that I thought it was highly improbable that
I could secure any effective action-by the Reparations Commission,
and that if they asked me to go on those terms they must fully under-
stand those facts.
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They went off to consider it, and finally decided that they did want
me to go. I went and I did the best I could, and just how far the
action of the Reparations Commission was modified as the result of
my representations, I do not know. But I do know that the German
production of the essential dyes has since been increased.

Senator MosEs. But the action was modified was it?
Mr. CIOATE. On that I am not able to state at this time.
Senator MosEs. But, regardless of your connection with it, it was

modified?
Mr. CHOATE. I think so.
Senator Mos~s. And you think you are entitled to take some

credit?
Mr. CHOATE. I do not know.
Senator Moss. I think you are, because otherwise there would be

nobody who could enforce any treaty, and if you will pardon me, "you
are the one person in the world who would be able to do it.

Mr. CHOATE. I would not take that credit to myself.
There was another feature I was asked to undertake at the time:

The military clauses of the treaty gave both to the Allied Supreme
Council and to the Reparations Commission certain powers in the
way of control over the German chemical .works, and powers to compel
disclosure. Everybody seemed to regard it as of the most vital con-
sequence to this country, as well as to every country concerned with
the treaty, that disclosures should be made and that control should
bA exercised. By certain protocols which had been entered into the
Reparations Commission had apparently given up certain of the
powers granted by those sections, and Ilwas instructed to consult
with the persons in England who were most interested-Lord Moul-
ton, who was in charge of explosives during the war for the British
Government, and Sir Henry Birchenouch-and see if anything
could be done toward stiffening up the Allies in utilizing the powers
given under those sections. Trade two trips to England to con-
sult with Lord Moulton and Sir Henry Birchenouch, and reported
as to what they said. Whether anything has been done along those
lines Aince history does not yet relate.

Senator SMOOT. In the Daily News Record of to-day I notice
here an article based upon a cable from Berlin, in which it states
that the Germans plan to have a dye plant here, or, in other words,
in reading the article I judged the writer thinks he has evidence suffi-
cient to justify the statement that the German cartel intends, if
the embargo becomes a law, to purchase plant here in the United
States and-run a chemical industry here. Have you heard anything
of it?

Mr. CHoATE. I have not.
Senator SMOOT. What do you think about it?
Mr. CHOATE. I think it depends entirely upon what they think

is the best investment of such capital as they can raise for such
purposes. The disadvantage under which they would be working
in the way of the establishment of such a business with the present
depreciated mark would be so great that I should think they would
hesitate about it very seriously. Otherwise, of course, it would
be the natural thing for them to do.

Senator SMOOT. -Well, if they manufacture it in this country the
mark would have nothing to do with it, if we have that embargo on
dyestuffs.
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Mr. CHIOATE. They would have to pay for the factory, and they
can not do that without satisfactory money, and if they have any
real money in this country it must be so valuable to them for many
other purpos, s I should think they would hesitate tc put it into
what is, after all, a speculative undertaking.

The CHAIRMAN. IS there any other member of the committee
desiring to address any inqir to Mr. Choate? Have you any
further statement to make, Mr. Choato 1

Mr. CHOATE. I want to make a little additional statement in
regard to thu Chemical Foundation.

I want to reiterate what can not be reiterated too often, that the
Chemical Foundation has absolutely no control over the dye business,
and can not exercise any control over the dye business. There is a
most widespread misapprehension as to its powers, in that connec-
tion, and I think the best thing I can do to show you how little effect
it can possibly have over the dye business is to show you what has
happened since the beginning. Under our licenses from the begin-
ning to the lst of July, 1921, 1,006,7001 pounds of dyes have been
manufactured. That total is stated to me to be exactly 1.14 per
cent of a year's production in the United States.

Senator SmooT. That is manufactured by whom?
Mr. CHOATE. By everybody who is manufacturing under our

patents in this country.
Two and one-third years of production under our patents by all

who are manufacturing under them equals less than 1.14 per cent of
the total dye production for a single year.

Senator SMOOT. That is in weightT
Mr. CHOATE. In pounds.
Senator SmooT. But not in value?
Mr. CHOATE. No; in value it is probably higher.
Senator SmOOT. A great deal higher?
Mr. CHOATE. In the case of imports the total number of pounds

of dyes imported on which the Chemical Foundation has received
royalty to ate is 106,043 pounds, out of a total of 1,078,396 pounds
imported into the country during the same time; that is less" than
1.45 per cent.

Senator MosEs. How much was the total of imports-about
1,100,000 pounds?

Mr. CHOATE. About 1,100,000 pounds.
Senator MosEs. Did you see an article in which Mr. Garvan is

quoted as saying that the not profits of the foundation has been
$73,000?

Mr. CHOATE. If there was such an article, it must have contained a
mistake. There have been no net profits of the foundation, because
the foundation has a deficit of $123,465.50-that is the loss since
the beginning of the company.

Senator MOsEs. How many salaried officers are there in the com-
pan, do you know?

CIOATE. I think there is one salaried officer only. Mr. Garvan
has never received a cent and never can receive a cent. Mr. Corbett
originally served without compensation, but when Mr. McKay resigned
it was found absolutely necessary to have a whole-time manager to
do the work, and accordingly Mr. Corbett receives a salary.
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Senator MosEs. Does the counsel for the foundation serve without
pay?

Mr. CHOATE. By no means. The counsel serves under ordinary
conditions. I would be glad to state what I have received at various
times, if you would like to know.

Senator MosEs. I am not interested in your private affairs.
Senator LA. FOLLErTE. What is Mr. Corbett's salary?
Mr. GIJOATE. $15,000. Mr. Corbett was vice president of the Cen-

tral Union Trust Co.
The CHAIRMAN. Is there anything further, Mr. ChoateI
Mr. CHOATE. Yes; I would like to reiterate that the organization

of the Chemical Foundation has been such as to make absolutely
certain that it can not be used by any interest connected with the
chemical industry or with the textile industry for any improper
purpose. It can not be used for profit making; it can not produce
profits for anybody except for the return of 0 per cent on the capital
necessarily invested in order to accomplish its purposes.

The CHAIRMAN. You have no further statement at all to make ?
Mr. CHOATE. No.
Senator McLEAN. Do you think Mr. Garvan should be called on,

Mr. Choate?
Mr. CIOATE. I think ho would be only too delighted to be called

and give you any information he can, if you wish it. The books are
absolutely open. I have a statement hero of every disbursement the
foundation has made, certified by public accountants, and I should
be very glad to put it in, to show you exactly what the foundation
has done from the beginning.

I might also say that the book Creative Chemistry was not
written for the foundation, was unknown to the foundation until
long after published" and was discovered quite by accident.

The CHAIMMAN. If there are no other witnesses for to-day, as the
chairman is informed-

Senator DILLI.'OJHAM (interposing). Do I understand that that
statement is to go into the record?

Mr. CJIOATR. The whole of the statement? I suppose it is too
bulky.

I should state that there is a very important witness yet to be
presented. At Senator Watson's request, we requested Dr. Bogert
to come here, and he has come all the way from ,aine.

The CHAIRMAN. All right; we will hear him.

STATEMENT OF DR. MARSTON TAYLOR BOGERT, PROFESSOR OF
ORGANIC CHEMISTRY AND SENIOR PROFESSOR OF THE DEPART-
MENT OF CHEMISTRY, COLUMBIA.UNIVERSITY, NEW YORK CITY.

The CHAIRMAN. Doctor, will you step up to the committee table
and address the committee, if you please I What is your full name?

Dr. BooERT., My full name is Marston Taylor Bogert.
The CnAnmIRAN. You are a professor where and of what?
Dr. BOpERT. I am professor of organic chemistry and senior pro.

fessor of the department of chemistry of Columbia* University. '
The CHAIRMAN. You made a statement in the previous hearings,

(lid you not, doctor?
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Dr. BOGERT. I did, Senator. May I add to those qualifications
one or two additional words, Mr. Chairman?

The CHAIRMAN. Certainly. Before you do that I would like to
ask have you anything to call to the attention of the committee
to-day over and above what is contained in your testimony hereto-
fore given ?

Mr. BOGERT. I am somewhat in doubt, Mr. Chairman, as to just
the lines along which Senator Watson wished to have me testify.
I have just come off the train from Maine.

The CHAIRMAN. The committee has no information on that point.
Mr. CHOATE. I think I can suggest in a general way what Senator

Watson had in mind when he spoke about obtaining the testimony of
Dr. Bogert. There was some testimony here to the effect that the
statement that the dye industry was necessary to national defense
was so intimately connected with the manufacture of explosives and
poisonous gases as to be essential to the preparedness of the country
was, in colloquial language, all bunk. F think Senator Watson
thought you knew as much about it as anybody living.

Ther has also been a serious controversy here as to whether tariff
rates will protect the 80 per cent or so of staple dyes which are
effectively made in this country today, in view with their con-
nection with other products under manufacture, and I think the
Senator had an idea you could give some effective information as to
the relation between products and products with something which
would tend to show that you can not protect any one group of products
in this industry if you leave the rest open to attack.

The CHAIRMAN. You requested Senator Watson to have Dr.
Bogert come ?

-ir. CHOATE No I did not, Senator.
Senator MosEs. WHave you any idea if the committee intends to

leave any part of the industry open to attack?
Mr. CHOATE. I do not know. I think perhaps I should put it

in this way, that the proposition was that if 80 per cent could be
effectively protected it would not matter whether the other 20 per
cent was ineffectually protected or not; that is about the size of it.

Senator SMOOT. No thought of that was in my mind. I very much
prefer to put an embargo on the 20 per cent than I would upon no
per cent; and there is no need of an embargo on the 80 per cent, in
my opinion, and I think I can demonstrate it beyond a question of
a doubt.

The CHAIRMAN. Doctor, are those matters that Mr. Choate has
referred to contained in your statement already made?

Dr. BOGERT. Some of them are Mr. Chairmfan.
The CHAIRMAN. Then, if you will go on, Doctor, in your own way-

we want to adjourn pretty soon. I think the committee is fully
impressed with the importance of the military phaso of the subject
so that will hardly require elaboration; and if you will go on we willbe 011d to hear you.Dr. Boe ERT. I think, Mr. Chairman, the committee may perhaps

wish to obtain some more specific information concerning the rela-
tion-

The CHAIRMAN. All right; proceed Doctor.
Dr. BOGERT (continuing). Of the dye industry to other industries.
The CnHAIMN. We will not attempt to restrict you.
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Dr. BOGERT. I would like to add in connection with qualifications,
Mr. Chairman, the fact that I was a colonel in the Chemfical, Warfare
Service and was acting director of the gas service at the time of its
incorporation with other units under Maj. Gen. Sibert as the Chemical
Warfare Service; and that I have had considerable experience in the
dye industry.

The phases which it has seemed to me would be of interest to the
committee were those which illustrate the dependence of other
industries upon the dye industry; that is to say, the manufacture of
synthetic drugs, the manufacture of synthetic perfume material, the
manufacture of photographic chemicals the intermediates and manu-
factured products of the synthetic dye industry are such as to
lend themselves to the immediate manufacture of certain of these
other products of which I have spoken. I shall be glad to give the
committee more specific detailed information, if they so desire.

The CHAIRMAN. Does any member of the committee desire to
address any inquiries to the doctor?

Senator SMOOT. It has been covered pretty well.
Senator McLEAK. Let him proceed.
Dr. BOOERT. There is one other feature that I think has not been

touched upon sufficiently, Mr. Chairman, and which concerns the
educational institutions very vitally, and that is the effect of the
development of the synthetic dye industry in this country upon the
chemical departments of our universities. I am speaking as an
educator and as professor of organic chemistry. The synthetic dye
industry in Germany, for example, has been the principid fosterer of
chemical research and development, as it has been here in the past
few years. Any injury to that industry in this country means an
immediate and vital injury to the chemical departments of all of our
higher institutions of learning.

'rhe best market for highly trained organic chemists is the syn-
thetic dye industry. There are few industries where equally high
technique and skill are required.

At the close of the war, as a result of the prominence into which
the chemical industry and chemistry had come, there was an imme-
diate and very rapid increase in the number of students seeking
higher education iri chemistry and training as investigators. That is
beginning to fall off already., as a result of the uncertainty of the
situation so far as our dye industry is concerned, and I submit to
you, gentlemen, that there is no more important matter, no more
important product for this country, no more important industry than
that of turning out highly-trained scientific men. That group of
expert chemists is going to be very seriously depleted if the dyestuff
industry is injured to such an extent that it must curtail its research
department, and that hns Plready begun.

Senator SMOOT. Nobody wants to injure the dye industry of the
country. Are you prepared to say what is the necessary rate of duty
to put upon these different articles I

Dr. BOOERT. The exact duties ?
Senator Smoo. Yes; to protect them.
Dr. BOOERT. No; I am not.
Senator SMoor. Are you interested in the question of keeping it

in operation so that you can have more students go to these colleges
of the country and learn this businessI
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Dr. BOGERT. I am interested in three directions, Senator. In the
first placo, as an industrialist, to see that this vital industry is main-
tained in our country; in the second place, as one familiar with
chemical warfare, who knows that the safety of his country is at
stake, and that chemical warfare is impossible without a fully de-
veloped synthetic dye industry; in the third place, as an educator
who is concerned about the progress of chemical research and chem-
ical development and who is sure that in that field also a very serious
injury will be elected by any injury to tho synthetic dye lsiness.

Senator SMoor. But it makes no difference to yo if the dye indus-
try is protected and maintained in this country whether through
protection or whether through embargo?

Dr. BOGERT. It does not, sir; I am not competent to express an
opinion on that point. As an investigator and as a chemist I am
fully familiar with the interrelations of these products, and I
appreciate from 30 years' consideration of the subject how vitally
our progress and prosperity are wrapped up in this whole question,
and I am concerned as an'American, Senator, to see that American
chemical industry secures the first and foremost place in the world
in this important field.

Senator SOT. Every one of the committee is as much interested,
I suppose, as you in seeing it maintained.

Dr. BOGERT. I hope so, sir. But having followed it for 30 years,
I can see clearly the various directions in which this touches all.tho
life of the community, and as between the possibility of our falling
into the hands of Germany or paying an additional price over here-
I would very gladly pay 100 per cent profit to anybody here for the
sake of maintaining this American industry.

Senator McLEAN. You do not think it is worth while for us to take
any chances ?

Dr. BOGERT. I would say this as an American, Senator-
Senator MoLEAN. If we know the embargo will work and we do not

know whether the tariff will work, you would prefer an embargo?
Dr. BOGoERT. The only thing I ask, as an American citizen, standing

here, is that if there is any uncertainty in this matter as to what is
going to protect American industry, to give us the benefit of the
doubt, and not in any way jeopardize the progress and safety of
our land, or in any way give an advantage to a nation that we know
will do everything in its power to overthrow our industry--

Senator SMOOT (interposing). You think, then, that where America
is exporting more of an article than Germany is exporting, that we
should have an embargo, do you?

Dr. BOGERT. Yes, certainly; because the reason we are or were
exporting more than Germany was simply due to exceptional condi-
tions. If you will look at this curve at the present time, you will
see that it has fallen right off. In China, for example, the competi-
tion with Germany is just beginning to be felt.

Senator SmooT. That is on account of the business of the world
falling off. There is not any business but what has fallen off, and the
curve in that regard is not more rapid than the curve of every business
in the United States.

Dr. BOOERT. On that question, Senator, I would refer you to the
opinion of the United States Tariff Commission, in their Census of
Dyes and Coal Tar Chemicals, 1920, page 44, where the following
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occurs: "Although this decrease may be attributed to general
business depression, it may be largely accounted for, however, by the
fact that German dyes-either directly or through reexport of repara-
tion dyes-have again made their appearance in the principal export
markets, such as China, India, and - pan. The result has ben that
the United States has lost by far the larger part of her export trade
in dyes in these markets."

The CHAIRMAN. Have you anything further to state to the com-
mittee?

Dr. BOOERT. Not unless there are some questions concerning the
bearing of these matters on chemical warfare.

Senator DILLINGHAM. I would like to hear you on that subject,
Doctor.

Dr. BOGERT. Senator, I would be glad to explain the relations of
one or two of these compounds.

Senator DILLINOHAM. Do so as briefly as you can, but I would like
your opinion on that subject.

Dr. BOGERT. Upon the subject of chemical warfare, there is no
question but that future wars are going to be fought largely with
chemical weapons and in so far as tie connection between the dye-
stuff industry and chemical warfare is concerned I might take one or
two instances:

Before the war in the manufacture of synthetic indigo it was
necessary to manufacture large amounts of what are known as chlor-
acetic acid, and to prepare that chlorine new methods had to be de-
vised. When the war broke out there were available, therefore, in
the German factories very large amounts of this liquid chlorine;
there was also available what is called phosgene, which had been made
also for the dyestuff industry. One reason why chemical warfare was
started by the Germans was because they had the material available.
The effectiveness with which they used it is familiar to all. That
phosgene was a normal product of the dyestuff factory.

Mustard gas was another one of the materials developed in the
synthetic dye factories. Practically all of the gases used in the war
were products of synthetic dye factories. They were developed by
the same technique, by the same skill as was nece.sary for the pro-
duction of the dyes themselves, and without a group of men so trained
it will be impossible at the beginning, should we ever have another
war, to manufacture either anh adequate amount of explosives or of
any other chemical warfare munitions.

Senator MuLEAN. Assuming that the wars of the future will be
industrial wars-we hope it will be confined to industrial wars-
they will be pretty fiercely fought, will they not, and defeat will be
disastrous?

Dr. BOGERT. Each succeeding war, Senator, qualitatively, if not
quantitatively, will be more terrible than its predecessors.

Senator MCeLEAN (interposing). And it is important for us, if we
expect to maintain our standing of living, to constantly improve our
processes of manufacture? We have got to do it, and the two
classes of men who will do it for us are the mechanice, and the chemists.

And the more we can stimulate private capital to maintain and
employ the highest talent in creative chemistry, the more we will
demonstrate our wisdom; and if we fail to do it, it will be the height
of folly.
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Senator SmooT. Then we better have an embargo on everything,
and say nothing can come into the country, and then we are all right.

Dr. 10OERT. May I read, Mr. Chairman just a brief statement
from Germany? Not very long ago one of 'he most distinguished
chemical engineers wrote as follows readingg:

When the question is asked why the chemical industry of other lands, still more
favored, perhaps, by nature, has in the end been surpaaed by the Germans, the
answer iB that Germany has had the good fortune to call her own a number of the
greatest intellects in the domain of pure scientific research who have quickened the
pace of theoretical chemistry. But, as before stated, it is the latter which constitutes
rhe vital element of chemical manufacture. Only the land which some day will
asume the leadership of pure scientifical investigation will also be in position to
snatch froh German chemical industry the palm to which it is at present entitled.

I am pleading for the encouragement and development of a
group of scientific experts who will make that possible in this country.

Mr. CHOATE. What is that an excerpt fromI
Dr. Boor.RT. That is from the report of a German chemical

committee.
The CHAIRMAN. Doctor, if you have concluded and no further

inquiries are desired to be addressed to you, the committee having
exhausted all the witnesses for to-day, will adjourn to meet Monday
morning at half pest 10 o'clock, when other gentlemen will be heard
on this embargo proposition, which we hope will be concluded on
that day.

(Thereupon, at 12.50 o'clock p. m., the committee adjourned to
meet Monday, August 8, 1921, at 10.30 a. m.)

Monday, August 8, 1921.

The committee met, pursuant to adjournment, in room 312, Senate
Office Building, at 10.30 o'clock a. m., Senator Boies Penrose pre-
siding.

Present: Senators Penrose (chairman), McCumber, Smoot, La
Follette Dillingham, McLean, Watson and Simmons..

The 6 HAMrMAN. The committee wili come to order. The under-
standing is, as I am informed, that we begin with Mr. Metz this
morning.

Mr. Metz, are you prepared to continue your views before the
committee?

Mr. Mwrz. Yes, sir.
The CHAIRAN. In that case, you will please proceed.

STATEMENT OF HERMAN A. METZ, PRESIDENT OF THE CON-
SOLIDATED COLOR & OHEXIQAL CO.-Resumed.

Mr. METz. I want to try to remember the injunction of Senator
McCumber that I speak more slowly and give the stenographer a
chance; and for that purpose I spent the time since I left here in
putting my thoughts down on paper. I do not want to take up
time in reading al that I have here. I covered the points of previous
testimony.

The CHAIRMAN. You may state concisely what you have and then
we will print the paper.

Mr. MP.Tz. Suppose I take the main points out of what I have here
and leave the rest to be printed, because I want to place myself at
the disposal of this committee to answer any questions that you
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care to ask. I have brought with me samples. I am prepared to
give you the cost of production. I have the full details that you
asked for, and I am glad to submit them. I would rather take up
the time in that way than in really going over the testimony that
has been given. If that suits the committee, I think we can save
time. I presume that you are after fActs, and I want to give you
those that I have.

Senator LA FOLLETrE. You fall right into the hibit of speaking
very rapidly if you do not stick closely to your paper.

Mr. METZ. I think that is a great fault that I have, Senator.
Senator LA FOLLErFE. Maybe we will save time if you will follow

your manuscript.
Mr. Mmrz. All right, Senator. If you want to break into it at

an time, I am willing to have you do so.
Gentlemen, I am grateful for the opportunity of being heard again,

and regret, I was not present to hear Mr. Choato's testimony on
Saturday. I improved the opportunity to go back to New York
and look up some facts and figures which I am sure will be of interest
to you. Unfortunately, this-being the vacation season for all man-
kind except., apparently, Members of Congress and Senators, I could
not get all the data I wanted, as some of my staff were off on week-
end holidays. ,

Before taking up these matters, I want to ask your pardon and
permission to revert to Friday's hearing and some of the statements
made by Mr. Choate. He took occasion to say that I have fought
this licensing and embargo style of protection devised by himself
with some of the dye makers for the last two years, and that I was even
on the floor of the House when the clause was stricken from the bill;
the insinuation, of course, being that I had used or misused my privi-
lege as a former Member of Congress. I need not assure you gentle-
men that I am not in the habit o abusing a courtesy or privilege, and
therefore did not attempt to influence the vote of any IS eber,
although I will confess that I did write and send printed matter, such
as I have here, to various Members, who wrote me they were glad
to get the real facts from one who knew them and in whose judgment,
based on past experience, they had faith. I was also told by many
that they were against the plan, but before knowing the details they
had been looked up and pledged by gentlemen high in the councils
of their party, in one case no Iess than a former lieutenant governor
of their State, who appeared as counsel for those in interest, therefore
they voted for the embargo and its other unusual and obnoxious
features with regret, and apologized to me for doing so- but knowing
that I understood the nature of a political promise, they explained
the situation. Therefore, if Mr. Choate intended to convey any
lobbying on my part, I would like to ask him for the names and num-
ber of the men, business, professional, political, and just plain lobby-
ists, who have been hanging around Washington for over two years
trying to put this thing over and who paid for their time and expenses.
I think it would fill quite a good-sized'book. They have been rehears-
ing it so long and teeing it to each other so often that I think some of
them really-believe it. I am proud to know that my many friends
and former colleagues on the other side of the Capitol seem glad to
see me at all times, and I feel that I can say the same for many of
the gentlemen on this, the Senate, side.
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If it is any satisfaction to Mr. Choate, I don't mind telling him that
I was on the House side again last Friday, and even lunched with
Mr. Longworth, despite the great difference of opinion we have on
the dye question. It may grieve Mr. Choate to know that Mr. Long-
worth even stuck me for the luncheon, showing that he did not resent
my opposition, and did not hesitate to discuss the question with me.
I have been fighting this innovation in protection ever since the day
it was first sprung on me at the hearing before the Ways and Means
Committee over two years ago.

When Chairmon Fordney asked me to express my views on the bill
then before the committee the licensing system was no part of it. It
was sprung that day as a new proposition, and the commission to do
the licensing was the same little clique which has hobnobbed with
Mr. Choate in the Dyes Institute, the War Trade Board Advisory Com-
mittee, the Chemical Foundation, and the Textile Alliance Advisory
Committee, with two or three reputable textile men added to give it a
tone of respectability. I had seen so much of the gum-shoe methods
of this coterie that I immediately suggested that if there was to be
licensing it should be lone by a Government body, not a committee
of competitors, and suggested the Tariff Commission.

I was sent for by the members of the Ways and Means Committee,
and because of my testimony that Mr. Garvan, then Alien Property
Custodian, and Mr. Choate's chief in that office and in the Chemical
Foundation, demanded the surrender of two more of my companies
as German owned, in addition to the one he had already seized,-and
put his directors in on the strength of the investigation conducted by
Mr. Choate, which cost me $30,000 for his auditors and henchmen to
make, all in an effort to put me out of business, because I wouldn't
fall in with their schemes and help them to loot the representatives of
the German chemical manufacturers.

Senator LA FOLLEITTE. Just read that part over again. You are
going so fast that it is impossible to fol ow you. It seems to me
that it may indicate the somewhat partial, instead of impartial,
character of these witnesses who have been presenting before the
committee their high standards of patriotism.

(The paragraph referred to by Senator La Follette was thereupon
read by the vitnoss as above recorded.)

Senator L.A FOLLETrE. What time was this?
Mr. METZ. August, 1919.
Senate/ JA FOLLETrE. When did you testify?
Mr. METZ. In 1919.
Senator LA FOLLIrE. How long before they sent for you had you

given this testimonyI
Mr. METz. Within a few (lays.
Senator LA FOLLETTE. What was the fist thing that they said to

yIou upon this subject as soon as you met them after their sending
for you?

Air. METZ. Well, I have got to go back to the first, just before the
armistice.

Senator LA FOLLETTE. Why 0do you have to go back to that to
explain what occurred there?

Mr. METZ. Because they had already seized one company from me.
Senator LA FOLLETTE. 7I know. I will get back to that; but I

want to get this, now, because it is connected with your statement.
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Mr. METZ. Congressman Moore was questioning some witnesses in
regard to the Chemical Foundation. I got a telegram to come to
Washington to see Mr. Moore. I think the telegram came from
Senator Calder. I came down, and Mr. Moore asked a number of
questions regarding the people who constituted the board of the.
Chemical Foundation, etc.

Senator LA FOLLETTrE. This is not the interview with the repre-
sentatives of the Chemical Foundation who took away your property I

Mr. METZ. There was no interview. They simply sent for the
papers afterwards.

Senator LA FoLLErE. I understood you to say they sent for you
and took away your property-

Mr. METz. No; they sent me notice and demanded the surrender
of two of my companies. They were czars. If you did not do it, you
were German. Some of us were not afraid of being called Germans,
at that.

Senator LA FOLLETTE. Let us get that clearly on the record as you
say it occurred. You gave testimony in August, 1919, before the
House committee ?

Mr. METrz. The House Ways and Means Committee. It is all in the
House hearings, in that book [indicating].

Senator LA FOLLETTE. I understand. I am not asking you to
turn to it just now.

You gave testimony there with respect to the proposed dye duty
or dye embargo?

Mr. ME'z. Yes, sir.
Senator LA FoLLrT rE. And following your testimony the Chemical

Foundation, if I understand you rightly, canceled two of your
licenses?

Mr. METz. No, sir. Following my testimony Mr. Garvan tele-
phoned to my counsel in New York and told him that I had been down

ere double-crossing him.
Senator LA FoLgLETTE. Were you present when that telephone

message was received?
Mr. fETz. No, sir; but my counsel told me that. He was in New

York.
Senator LA FOLLETTE. Let us get that just right on the record.
Mr. MLrz. I was in Washington.
Senator LA FOLLETTE. You were informed by your counsel, Messrs.

O'Gorman, Battle & Van Devere, that Mr. Garvan had called them on
the telephone and complained that you had double-crossed him in
Washington in your testimony before the Committee on Ways and
Means-and what?

Mr. METz. And sent a demand for the surrender of two more of my
companies under the alien property act.

Senator LA FOLLE'rTE. Were you informed by your attorneys that
Mr. Garvan named the companies?

Mr. METz. He did name them in the demand on me.
Senator LA FOLLETTE. What were the CompaniesI
Mr. METZ. H. A. Metz & Co. (Inc.), and H. A. Metz Laboratories.
Senator LA FOLLETTE. Just describe the first company.
Mr. METz. The first company is a selling company, handling dye-

stuffs, American or foreign or anything they can get-a selling cor-
poration, pure and simple.
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Senator LA FOLLETTE. When was it organized?
Mr. METz. It was organized in 1916, Ithink. I have got to go back

to the full details on this, the entire history. I will do it in a moment.
The laboratories were incorporated about the same year. They

-manufactured salvarsan and pharmaceutical preparations.
Senator LA FOLLETTE. Who are the of.cers of the company ?
Mr. METz. I am president and practically entire owner. Some of

my associates are with me--my brother and some people who have
been in my employ for years.

Senator LA FOLLETTE. Were there any stockholders or officers or
directors in that company who were foreign citizens?

Mr. METz. Not one, not even foreign born. They were all Ameri-
can-born citizens, every one of them.

Senator LA FOLLETTE. All domiciled in this country?
Mr. METz. Always lived here, born herd and stayed here.
Senator LA FOLLETTE. What was the name of that company,agai n, p~le0as e?
Mr. METz. H. A. Metz & Co. (Inc.), a New York State corporation.
Senator LA FOLLETrE. What was the demand that your attorneys

informed you that Garvan had made upon you ?
Mr. Mirz._ My attorneys did not inform me of that. That demand

came to me direct from the office, as it always did.
Senator LA FOLLETTE. I thought we were still dealing with the

telehone conversation.
Mr. Mh'z. It was after that the demand came to my office.
Senator LA FOLLETTE. How soon after that?
Mr. METz. Within a few days. I do not remember.
Senator LA FOLLETTE. Was the demand in writing?
Mr. METZ. Yes; the regular form of the Alien Property Custodian.
Senator LA FOLLETTE. Did you preserve it? Have you that

demand in your files?
Mr. METZ. It was all in the court papers in New York. They are

all there. I just went through court on this thing and beat them
out and got possession.

Senator LA FOLLETTE. On what ground did they demand the
surrender of that company to the Alien Property Custodian?

Mr. NMfETz. I have got to go back to the beginning. I will give you
the whole record.

Senator LA FOLLETTE. You can answer that question.
Mr. METz. On the ground that it was enemy-owned. My old

firm, established-
Senator LA FOLLETTE. Let us finish this before we leave it. What

replydid you make to that?
S. METz. I was not very decorous. I told them to go to the devil.
Senator LA FOLLETTE. What followed that?
Mr. METZ. I got an injunction and held it.
Senator LA FOLLETTE. You got an injunction in the Federal courts

in New York?
Mr. METrz. Yes, sir.
Senator LA FOLLETTE. Restraining them from dispossessing you of

that property s
Mr. 'Fz. Yes, sir.Senator LA FOLLETTE. WAhat followed that
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Mr. METZ. We had several conferences, and finally got into court,
and I won the case.

Senator LA FOLLETTE. How long ago was the hearing had in the
case disposing of it?

Mr. MLrz. Some time in May or June of this year. The judgment
was that it was not enemy owned, that I was entitled to that stock,
that it belonged to me, and that is the end of it.

Senator LA' FOLLrrF.. How much were you embarrassed in the
operation of that company by the Alien Property Custodian's taking
this course of action ?

Mr. METz. I have got to go back to the whole case. In these corn-
panies I was not embarrassed because. I did not surrender the stock.

refused to surrender.
Senator LA FOLLrrFE. You continued the business?
Mr. M ~z. Absolutely.
Senator LA FOLLErTTE. You did that with respect to the company

that you have just been talking of and also with respect to the second
company?

Mr. METz. Both companies.
Senator LA FoLLErrE. Which they demanded of you to turn over ?
Mr. MErz. They had taken another company before that.
Senator LA FOLLE=rF. We will come back to that. Did you have

a decree with regard to this second company?
Mr. Mmrz. No; these companies were not in the suit. The first

suit covered all of them. There was a first company involved. That
is the one I went to court on. All these others were held up by that
suit, which suit decides it all along the line.

Senator LA FOLLETTE. Did you get an injunction as to both of
these companies, on the second as well as on the other one?

Mr. METZ. Yes, sir; on the second to prevent them from dissipat-
ing the funds of the company. I held them up all along the line.

Senator LA FOLLETTE. They actually took one company, did they
not?

Mr. METZ. Yes, sir. I had to give up one.
Senator S.OOT. Whom did they put in?
Mr. MzTz. A man named Kerr, as I understand, who refused to

continue. He said it was an outrage, and resigned. Then they put
in Mr.-I do not recall the gentlemen's names-a man in New York
who has been in a dozen of Gar% an's corporations. They put in Mr.
Corbett as treasurer and one of my men. They gave me a chance
to keep track of what was going on. I do not recall the names, but
the had these men in all these various companies.

Senator LA FOLLETrE. What was the name of the first company?
Mr. M.TZ. That was the Hoechst Co. That was the result of 60

years in business practically. It was changed to different corporate
names and finally, in 1000 1 think, it was in my own name. In
1900 Y took the name of R. A. Metz & Co. I have been there 40
years this fall.

Senator LA FOLLRIIr'. Was the corporate name changed to H. A.
Metz & Co. at that time?

Mr. METz. In 1900. Then, in 1912, it was changed to Falbwerke-
Hoechst, Co.
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Senator IA Fou..TT-. At the time that the name was changed
from the Metz Co. to Falbwerke-Hoechst Co., did there pass any
title to the property ?

Mr. M .'z. Yes. sir. At that time I sold the stock to the German
concern.

Senator LA FOLLE.TrE. Where was that German concern ?
Mr. METz. At Hoechst, in Germany.
Senator LA FOLLETFE. Then it became at that time a German-

owned company ?
Mr. METz. Only in name. The stock. was in my name. I had

the full voting power, and the dividends wero divided-well, we
never changed[ the condition except that they wanted the precau-
tion, in case I died or retired, to take over the company and not lose
the name. The name was valuable as an asset because of Salvarsan
and these other products that had come into the market. I was in
Congress and was ready to quit, and they wanted to come in under
their own name also.

Senator LA FOLLETTE. They paid you a consideration for that?
Mr. METZ. Yes, sir, $300,000, the same price I had paid 15 years

before for the stock from my predecessor in business. That was
1912.

Senator LA FOLLETTE. But you had a contract with them giving
you the voting power. Did the stock remain in your name?

Mr. Moz.. No, sir; I think I transferred some of it at the time
in their name.

Senator LA FOLLLET. What proportion is it?
Mr. METz. There were different amounts, 25 per cent, 50 per cent,

up to 90 per cent, I think, at'that time.
Senator LA FOLLErrE. You transferred to them 90 per cent of the

stock at that time?
Mr. Mvrz. Yes, sir; over 90 per cent. I think I kept about 10

shares.
Senator McCUsiEn. You held it in your hands?
Mr. MErZ. Absolutely.
Senator MCCUMBER. You were holding it simply in trust?
Mr. ME .. Under my contract.
Senator LA FOLLE'TE. Did you have a contract?
Mr. METz. Absolutely.
Senator LA FOLLETTE. Did that contract give you the voting power

of the stock ?
Mr. Mmz. Absolutely full power, the same as I had when I owned

the entire company. I would not have given it up otherwise.
Senator LA FOLLETTE. What change was made thereafter, before

the property was taken over by theAllen Property Custodian, if any ?
Ar. Mvm. In 1913 there were some suits brought under the trust

law. I had always opposed this transfer to the Germans, and in '1913
some suits were brought under the trust law.

Senator LA FOLLETTE. What do you mean by saying you had
always opposed it? You had made the transfer.

Mr. ME.. Yes, sir; because I was ready to quit and get out and
let them take it.

Senator LA FOLLETTE. You did not oppose it at the time the trans-
fer was made ?

Mr. METz. Oh, no; it was all made in good faith all through. In
1913 these trust suits were brought--the Dobson suits which you have
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heard of and which are in the record. I insisted on getting that stock
back. I said I "did not want this German connection, that I wanted
this stock back.

Senator LA FOLLETTE. How early in 1918 was that?
Mr. Mmz. March or April; long before we ever thought of war.
I finally got in communication with them, and in July the stock

was transferred to me, and I gave my note in payment, $596,000,
double the price I paid for it. I didnot kick on the price. The
assets were there, and it was in my power to keep them there.

Then came the investigation of three concerns-
Senator 1A FOLLETrE. Just before you leave that, if you please.

Did you make any change in the name of the company when it came
back

Mr. METz. No; I went right on then, transferred the stock back
to myself, and it was my property.

Senator LA FOLLETTE. You then became practically the sole owner
of it?

Mr. ME . Just as I had been before. I was again the sole owner.
Senator IA FOLLETWE. I do not see how you can say just as you

had been before.
Mr. METZ. Before they took it; and then I got it back.
Senator LA FOLLETrE. Just how long was the control of the com-

pany out of your hands and in the hands of the Germans?
Mr. MErz. Oh, less than a year-about a year, I should say-from

1912 to 1913.
Senator IA FOLLETFE. It was along about 1912?
Mr. METz. 1912 to 1913.
Senator McCu.nER. Why did you make the transfer of this in i

few months and then get it back again?
Mr. ME-n. Because these suits had been brought and they were a

species of blackmail-
Senator McCtumBEa. What suits ?
Mr. METZ. Brought by a firm bf attorneys in Philadelphia.
Senator LA FOLLETTE. Civil suits?
Mr. METz. For three times damages under the Sherman antitrust

law. Under that law we were put to a lot of trouble, and they
brought in all kinds of stuff. I settled the cases by going down to
Dobson's and putting my cards on the table and showing what had
been done. But the point was made then that we were buying from
a trust, handling trust goods. As a matter of fact, we were not
commission merchants. We were buying and selling at all times,
even when the Germans owned it. I bought it outright and paid for
my goods and sold them on my own account. It was never a com-
mission proposition.

Then, after getting that back, things went along until the war in
1914.

Senator LA FOLLETIE. After that transfer of that stock was made
,in 1913, did the Germans, or any citizens, or any alien, have any
interest whatever in that company ?

Mr. Mm. None whatever, except that I paid them here a part of
the dividends I drew.

Senator LA FOLLErE. Why ?
Mr. MEn. In return for part of their profits they made abroad.

I will tell you why. In 1904, I think it was, arrangements abroad
81527-22-D x-15 ,
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were being made with several companies. Mr. Win. J. Matheson, who
is vice president of the National, represented one of those com-
panies ii America.

Senator LA FOLLET-rT. Of the National whatI
Mr. MmTz. The National Aniline Co. He was the president of it,

and I think he still is. Anyway he was there. He had an arrange-
ment with the Cassella Co., of Germany, by which they divided
their joint profits on the goods sold by them to America and sold
here on the basis of the profits made on those goods in Europe and
the profits that were made on those goods here, I believe in the pro-
portions of 53 to 47.

Senator LA FOLLET'E. That was a combination between the Ger-
man cartel-

Mr. ME 'z (interposing). No; one member of the cartel.
Senator LA FOLLETTE (continuing). One member of the cartel

and one member of the--
Mr. METz (interposing). Selling force here, selling his goods here.
Senator LA FOLLETTE. What were his official relations with the

American Chemical Co.I
Mr. METZ. At that time none. At that time I had the German

company, owned the stock in it.
Mr. CiHOATE. There was no company, then.
Mr. Mr z. I beg your pardon. There was a company then.
Senator LA FOLLETTE. I will bring out these facts, Mr. Choate, as

I go along. Let us have no more of this.
r. MoTz. There was a National and had been for years.

Senator LA FOLLETTE. I am not complaining to your replying to
an outside interruption: I am complaining of your being interrupted.

Mr. ME z. I think I know as much about it as Mr. Choate. I have
been in it some years longer.

That arrangement provided for dividing the profits between
abroad and here, and the people whom I represented had gone into
the cartel and were anxious to have the same arrangement that
Cassella had, which is natural.

Senator IA FoLLvzrE. Yes.
Mr. ME'rz. I finally made the same arrangement, but as I made

more profit on this side they only got 50-50 with me. In other words
I paid thbm half the profit that I made on this side, which equaled
the profit they made on goods shipped to this side, and I got 50 per
cent on their goods. That was paid in dividends, which is vastly
different. It was not in the profit, but dividends. I had full author-
ity to declare dividends when I pleased and in any amount I pleased.

I had that arrangement, and that continued, whether I had all
the stock, or whether I had part of the stock and they had part of the
stock, the theory being that we would very often sell goods here at a
close margin, because of the profits abroad, and they might quote a
low price because of the price here. We were in competition with
other importers. The big six always competed against each other,
cometing openly and cutting each other right and left.

They investigated the German dye concerns, and* I was sent for.
Mr. Choato was the examiner, and I put my cards on the table and
said, "I assume. Mr. Choate, this is dead open and shut. I will give
you anything I have got." He said, "Will you allow my examiners
to take your books and go through them' I said, 'Certainly."
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I supposed two of them would come down, and there were six or
eight Who came down at $50 and $100 a day, and they stayed five
months, and I was being soaked for it. It was a good job.

Senator LA Four' rB. Was that at your expense?
Mr. M'rz. Yes, that was at my expense. They worked for other

companies at the same time. They had stenographers sitting there
reading my copy books, going through my check books, etc., checking
everything I had spent since 1912.

In that report Mr. Choate decided that it was a camouflage sale.
His great German' expression for it was "schoinverkauf," I think it
was. I gave them everything they wanted. I wasperfectly clean
and was not afraid of anything they could find, and I am good on a
note for $500,000 or any other amount I put my name on.

According to Mr. Choate's judgment, that was a camouflage. I
went to Mr. Garvan and said, "Frank, you know this is not right."
Mr. Fitzgerald, our former colleague, John J. Fitzgerald, told me they
were going to do this and I had better get in line. I don't want to
betray a confidence, because John and I are good friends.

Senator LA FOLLEW'n . I do not think you have stated what time
that was.

Mr. Mr.Tz. That was the latter part of 1917 or 1918. When was
the armistice signed ?

Senator LA FOLLLrTE. November 11, 1918.
Mr. Mvrz. That was early in 1918, about October, 1918.
Mr. Garvan says, "Well, you know there is more in this than just

your little company. The question of manufacturing dyes is in-
volved. You say we can not, and we say we can." I asked Garvan
where his office gave him authority to foster the dye industry. He
said, "We will make an examination of the other concerns, and that
will let you out. That is the best thing you can do. We will take
these over and wipe out the big ones." I had no objection to their
wiping anything out. I had my redress. They got nothing but a
sign. I c6uldn't sell goods under that name. I either had to change
the name of the company or reincorporated all my concerns.

On Saturday night at 0 o'clock before the armistice was signed,
on November 9, they come to my house in the country, two of the
accountants, and demanded these three companies, the Farbwerke-
Hoechst Co., the H. A. Metz & Co. (Inc.), and H. A. Metz Laborato-
ries; they made a demand for these three companies. I called up
Senator Gorman and said, "This is an outrage." "Well," he
said, "you know the law, and you are being investigated. Frank
tells me he thinks it is all right and you had-better comply."

I complied under protest. I then saw Mr. Garvan, ahid we ar-
ranged that pending the investigation, which was still going on and
went on until the following March, that I would deposit the stock
of these companies with John Fitzgerald in escrow. I said "I
am not afraid of anything of that kind. I will trust John. Iput
it up with him in escrow to hold under an agreement that it would be
held pending the investigation, and then to be given back to me to do
according to the demand or not, as the case might be.

Finally it was decided to take over the Farbwerke-Hoechst Co.
and wipe out the big six. Mr. Choate insisted on that being German,
etc., and when Mr. Garvan drafted his first report, it said distinctly
that no evidence had been found indicating any German connec-
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tion with the other two companies. That was not in the final re-
port which was published, but I have got a copy of the original
report in which it was. It was stricken out.

The result was they demanded the stock of the Farbwerke-Hoechst
Co., and I surrendered it. Then came the literature about German
spies, and everything else, the libelous stuff that appeared in the
Saturday Evening Post and everywhere else, that would drive a
man insane. Later, demand was made for the two other com-
panies again, and I refused to give them up. I think that shows
there was animus in the whole thing.

Senator LA FOLtLErFE. At what time-and I ask it in this connec-
tion-was the Chemical Foundation organized by Mr. Garvan and
the other gentleman?

Mr. ME'r. I think it was some time in 1918. I became a subscriber
like the rest of them.

Senator LA FOLLTE. That corporation was in existence at the
time of this demand, was itI

Mr. Mwrz. Oh, no. When they made the second demand it was,
but not the first demand. That came afterwards.

You asked me how that handicapped me. In the first place, it
prevented me from increasing my business; it prevented me from
going to the public with stock, ifI wanted to increase my capital,
which I could not; it put me under the danger of having my property
sold to somebody else, some other concern; it put me up against the
proposition where they might take my business. I went to Secre-
tary Hughes, who was my counsel, and he advised me to comply
wit the demand and surrender the company. I said, "No; if I do
that, I am done." He said, "You wilU be indicted." I said, "I
will take a chance on being indicted." I did, and they didn't indict
me. A man that is right need not be afraid of being indicted. I
refused to surrender it. I said "I will not give up any collateral I
have got to these people." Then Mr. Kresel, counsel appointed
for the seized companies, told me "I will have you indicted for con-
version." I told him to go ahead and get me into court, get into
the police court, get me into any court, just so I got into some court,
but they didn'd do it.

That is the history of the situation of those companies. I was
handicapped under the "spell" of pro-Germanism and all of that stuff.
It is all in the record.

Senator LA FOLLETE. Just go ahead with your statement.
Mr. Mirz. I was held up as a German. 'People refused to buy

goods of a German. Competitors went around talking about my being
a en over. I was suggested as a member of the advisory committee

of the Dye Institute. Mr. Choate was present and suggested that
it would be inadvisable to put Mr. Metz on, because he was persona
non grata in Washington. That got me mad and I have been
proving ever since how much persona non grata i was here.

Senator IA FOLLEIE. Go ahead with your statement.
Mr. MEnz. I had got down to the $30,000. I would not fall in with

their schemes and help them to loot the representatives of the German
chemical manufacturers. I use the word "loot" advisedly becauseit was loot and nothing else. Their exaggerations, .distorted transla-
tions, and misconstrued versions of details they claimed to have
found in their investigations are still being sent out and their libelous

- I!

566



publications in their propaganda for this embargo. Only last vieek I
received the same letter through the mails, about the German spy
system. Poor devils whose ony crime was that they were Germans
and had not yet been naturalized, were intimidated, brow-beaten,
and interned, after having been locked up in vile county jails in various
parts of the country, and some whom I know about were not released
till some other of ther henchmen were employed as counsel and paid
$4,000 for services to secure their release from Ogelthorpe. I know
that to be a fact, and it can be proven that the Department of Justice
had nothing against them, but the Aien Property Custodian wanted
it done. They were told that if they saw a certain gentleman in the
department and secured his services they could get out.

Senator McCumBER. Who was Attorney General at that time?
Mr. METz. Mr. Palmer was Attorney General at that time.
And the same man who gave Choate the information in regard to

the men I refer to is the same man who gave him the information
about the so-called monstrous actions of the German Dye Trust. He
was the vicejpresident of one of them for many years, and may have
known all this from his personal experience, but as for my concerns or
the German plant I represented are concerned, I deny it and defy him
or Choate, or any other man, to prove one single act not entirely
in accord with business ethics, except possibly agreements as to
prices on several things which his firm controlled before I butted in
and handled the same goods. That gentleman is the chairman of
the executive committee of practically a of the bodies I have referred
to, and while he does not often appear personally in the open, the
register of the Wardman Park Hotel will sTow how much time he and
his colleagues have spent in Washington during the last two years,
trying to put over licensing and embargoes. I didn't happen to be
an unfortunate German alien, but a free-born American citizen, whose
record made it unnecessary to worry about being called German by
Choate or Garvan or anyone else, and I simply applied to the courts
for an injunction to prevent any further diisipation of the funds of
my company, and after waiting two years and one-half to get the
court to try the case, I of course got a decision in my favor, and
naturally Mr. Choate is somewhat peeved.

So much for that gentlemen, and I ask your pardon for having
indulged in it, but if at any time you want any details about some of
the tfing ave indicated, I am at your service, for thank God we
have again arrived at a point where the American flag can't be used
to cover every kind of a dark deed pulled off in the name of patriot-
ism and a man needn't be afraid of being branded a German for
telling the truth and calling a spade a spade. As Americans who
love their country, if there are any acts we will be ashamed of in the
future it will be those that have been pulled off by the little coterie
in the Alien Property Custodian's office, many of whom are now in
Germany or have their agents there trying to get retainers from the
very people whom they gouged at a dollar a'year. I know because
I get inquiries from abroad asking about those same men. Naturally,
I am heartily recommending them.

I get letters right along asking if this man or that man should
represent them over here, over in the Alien Property COstodian's
office, and under these same officials.
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Ndw for Mr. Choate's testimony. He was asked what connection
there was between the Chemical Foundation and the Dyes Institute.
He said "none," but he appears before one sewing circle in New York
one day as counsel of the Dyes Institute, and the next at a board of
trade dinner in New Hampshire as counsel of'the Chemical Founda-
tion, always waving the American flag, poison gassing the audience
and telling them about the wicked Germans. 7if there is no other
connection than himself as counsel for both that seems close enough.
He said I spoke of salvarsan, intimating that I did it to befog he
issue.. I mentioned salvarsan to show that if I could make that very
intricate product whose purity meant life or death, and of which 00
per cent was labor, and bring the price down from $2.50 to 27 cents
a dose, it would teem likely that makers of dyes where the labor
amounted only from 5 per cent to- at most 25 por cent for certain
dyes made in limited quantities, ought to be aMe to take care of
themselves with a reasonable protection. The price was $2.50 because
the Germans had certain patents and they had spent over 10 year.
in experimentation. There were 606 products compounded before
they produced salvarsan. Hence the name "606." The same is true
with reference to indigo. They spent 25 years on that before they
got a dollar back on it. We took their papers and copied them
w;hen we were making it. That is all we are doing. He ques-
tioned my statements about nitrating plants. I said that not over
eight dye plants were equipped for nitrating. No doubt more
plants have nitrating apparatus and in my own case we have a
nitrating plant at the Central which is used now only for emergency
purposes and contains one nitrator. It doesn't pay to nitrate
benzol, toluol, or xyol on a small scale, or unless you have your own
nitric-acid plant, and how many have that. It is much cheaper to
buy nitrobenzol, nitrotoluol etc, as vell as the next stage products
%niline, teluidine, and xylidine from the few largo plants equipped
to make them and to pay the transportation charges on the neces-
sary nitric and sulphuric acids to make the finished intermediates I
have just mentioned. There are times when supplies are scarce,
or held back to boost the price, when it pays a small man to buy the
crude benzol and toluol and do his own nitrating and reducing.

Otherwise these isolated nitrators are idle and they never would
be a factor for munition purposes. Nitrating for explosives is done
on a largo scale and guncotton, trinitrotoluol picric acid, which is
trinitrophenol are not made in color plants, but in special plants
for such products, and the best dye industry can do is to use a small
part of the possible output of those plants and so help them keep up
a small percentage of those put out of business and idle since the war
stopped. He said I claimed that I was not afraid of the Germans
anT then in the next breath asked protection against the dumping
of reparation goods from England, France, and Italy. I mentioned
the goods coming from 'those countries, because of the loud announc-
ing of embargoes by them. If they have placed such strict embar-
goes, how comes it that they have so many German goods to offer
at lower prices even than the Germans? They not only have those
dyes to use on their own textiles which our nills must humbly beg
for, but can sell us their surplus besides and we can't get what we
order oven from Germany, because the makers have none in stock.
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It shows simply that they have bought all that they could lay their
hands on, even for forward delivery from the Germans, when prices
were lower and are now cleaning up, and we are paying them the
profits, as usual.

Senator SIiMONs. What is that you are saying I Are you charging
some of the dyestuff manufacturers of this country with having
bought large stocks?

Mr. METz. No; the British pe,.,le. It is the British I am speak-igOf.
Senator WATSON. There was an embargo for a while after the war,

and they lifted it?
Mr. METz. They lifted it and put it back to protect themselves.
lie talked about the increase in size of the German plants and

seemed to refute my statement that the increases were for other
products besides col ors by claiming of his own knowledge the greatly
increased indanthreno blue plant of the Badiscie. Strange that with
such an increased plant the record of the Tariff Commission of 1920
shows, on page 44, that the total manufacture of indanthreno blue
G. C. D. the main one, was only 93,645 pounds for the year 1920,
and only 7,487 pounds for the first quarter of 1921. It bears out
exactly what I said that they haven't got the anthracine and other
raw materials that we lack here for on page 46 the same report says:

It is of particular interest in examining the output of the different clam.es of dyes
according to application that the protection based upon the above monthly rePorts
shows a large output of acid, direct and sulphur dyes and indigo pasto whereas there
is a small production of vat dyes, indanthrene blue 4. C. D., a-lizarue and alizarine
colors other than alizarine red. The German production program has apparently re-
sulted in a larger output of those dyes made in America, with a minimum output of
dyes that are not mad9 in the United States or made in quantity insufficient to meet
domestic needs.

To the average sane business man, that would appear to denote
that if they had the material they would make the dyes that their
domestic textile industry needed or that they could sell us at high
prices, because we are begging for them, instead of such dyes as they
know can not be sold here and that many of which we are competing
with them in the export. market. Surely Germany needs the money
and would be glad to sell anything she could get fancy prices for.

To those still seeing red, however, this means that the unspeakable
monster is putting money for wages and materials into goods, piling
them up and waiting for the moment to come to give them away just
to make Choate an his friends angry. Full line forcing was men-
tioned. I defy anyone to prove a single case of full line forcing,
except possibly attempts by the same gentleman to whom I before
referred as Choate's authority and that gentleman is not a German,
and, so far as I know, doesn't even speak German.

Senator WATSON. Just a moment, please. This is quite an impor-
tant point. Do you mean to say that there are no efforts of that kind
,being made now?

Mr. METZ. They claim that the Germans did this full line forcing.
I say that there was no full line forcing by the Germans, and I make
that statement after having been in the business for 40 years.

Senator WA TSON. In other words, you mean that nothing of that
kind has been attempted I

Mr. METZ. Senator, I will get to that in a moment.
Senator WATSON. Very well.
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Mr. Mrz. The four-year contract system on indigo was also car-
ried out by the same gentleman, and I am quite sure was transferred
to and adopted by the company he is now with and that the price
protection clause is contained in their contract covering the period of
the contract. In this connection, I wish to say that these people
made contracts covering supplies for a number of years.

Senator WATSON. To whom are you referring now?
Mr. METz. The Du Pont people.
Senator WATSON. To the Du Pont peopleI
Mr. METz. Yes; they are perfectly justified.
Senator WATSON. Have the other American companies, too
Mr. IfrTz. Yes. They had it when they started up in business.
Senator WATSON. Is the four-year contract an indirect way of

full-line forcing ?
Mr. MErz. ft can be used as such, Senator. It was done time and

time again in the past and it is done to-day.
Senator SHOOT. It was done 20 years ago?
Mr. MLrz. Yes; it was done 20 years ago.
Senator WATSON. It was, you say ?
Mr. Mm-z. Yes.
It is not true that consumers who did not make a four-year con-

tract could not get the indigo. The product was patented here and
those who owned the patent could make terms upon which it was to
be sold. The consumers who had no contract simply did not enjoy
quantity discounts allowed by the contractor, but could get all they
wanted. I know, for I, too, handled indigo under the patents.

Senator MCCtIMBER. I do not quite understand that last statement.
Mr. M.Tz. Mr. Choate said that those who did not have contracts

could not get the goods.
Senator MOCUMBER. Is that correct?
Mr. Mi.Tz. No; that is not true. As I have said here, the product

was patented here and those who owned the patent could make terms
upon which it was to be sold. The consumers who had no contract
simply did not enjoy quantity discounts allowed by the contract, but
could get all they wanted. In other words, the contract allowed so
much discount for so much and so much, and so on, bringing the price
down proportionately, according to quantity. t c

He mentioned undervaluation. I defy him toprove by the custom-
house records a single case of underviluation py any of the larger
manufacturers or by any of their former agents in this country. If I
remember correctly, some charges were made. against some of the
smaller importers, and there are many of them, but they were on
invoices from manufacturers or dealers in Switzerland and Belgium.
Bribing of dyers is mentioned, and undoubtedly in some cases pres-
ents and even fixed commissions were paid the yers, just as in prac-
ticafly every line of business some su'i system prevails. These are
all things that this monstrous combination was doing in this country
to kill the business. But this tipping or graft, as it i's called, was not
confined to dyestuffs, and where it was carried on it was done by the
salesmen of the various concerns regardless of whether they sold
German, Swiss, English, French, or American goods. Only a few
days ago I clipped from the New York Times an item stating that the
United Indigo & Chemical Co., a British corporation, with offices in
Boston, had leen ordered to refrain from certain competitive methods
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in the chemical industry, and testimony was given that during 1916,
1917, and 1918 the company spent for entertainment and gratuities
to employees of its customers and competitors' customers an average
of from $40,000 to $50,000 a year. A similar order, I am informned,
was issued not long ago to John Campbell & Co., another firm, with
former English affiliations, but now manufacturing hero and very busy
recently in sending out literature in favor of the embargo.

Those are all matters of record and subject to proof.
Senator LA FOLLEr E. Is this [indicating] the clipping to which

you refer I
Mr. M n. Yes, sir; that was the one to which I had referefice.
Senator LA FOLLvrrE. Let that remain with the manuscript and

be inserted in connection with it at the place to which it is referred.
Mr. METZ. Very well.
I recall other orders to cease or desist issued by the Federal Trade

Commission against other dyestuffs manufacturers and dealers, and
though in a dragnet fashion notices for hearings were served on prac-
tical v all the better known firms I can not recall that any of the firms
dealing especially in German goods were* found guilty, although
undoubtedly many of the salesmen who formerly sold German goods
are with virtuous American firms selling to the same buyers they sold
then.

Mr. Choate's statement, so often made, that only one textile manu-
facturer escaped because he was wise enough to re-mark all his pur-
chases of dyes before his buyer got them, is absolutely false, ridiculous
and a slander on nine-tenths of the buyers in the United States, and
a reflection upon the common sense and business ability of every (lye
user in the country.

His statement that no one knows what the German plants are doing
is nonsense, because four of the largest are in the occupied zone under
constant allied supervision whenever supervision is desirable, and only
two are in unoccupied Germany. That statement appears in the
record. He mentioned the firms that are very small.

Senator LA FOLLPFTrE. That is, four out of six?
Mr. METZ. Yes; four out of the Big Six in the occupied zone and

only two in the unoccupied zone. They are the small ones at Frank-
fort and Berlin.

These statements, together with his brief, which is a mere repetition
of his previous effusions, are generally distributed to the public by
mail and through the well organized and expensive press bureau, and
ought to be labeled "Pro bunco publico," because they do not fool
anybody else, and the public is about ready to call a halt on being
fooled.

Mr. Stone called your attention to his suit that lie wore, dyed with
American dyes. No one who knows will dispute that what we make
here, dye for (lye, is usually as good as the same dye that is made in
Germany, but we do not make some of the dyes the public wants in
the fabric.

Is Mr. Bennett in the room?
A VOicE. Yes.
Mr. METZ. Mr. Bennett showed ine a nice blue suit last week, and

you can see that it is a good-looking suit. It was rather warm here.
ast week, however, and Mr. Bennett perspired, so that the result is

seen in this shirt of his which I borrowed from him. Although it has
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been laundered, the color is fast where it should not be and runs where
it ought to stay. The trouble with that dye is that it is imperfectly
made, or else is not fitted for people who perspire. I think that it is
my dye, as a matter of fact, but Iam not absolutely sure.

Senator WATsoN. You mean it is one you made?
Mr. METZ. It may be one that I made or I am making.
Senator WATSON. One you made?
Mr. METZ. I am not quite sure.
Senator WATSON. Can you make that so that it will be as fast as

the German dyes?
Mr. METz. For this kind I can. That is one of the details of

dyeing-leaving this (indicating] white white. I will come to that
in a moment. The trouble with that is that that dye is imperfectly
made, or else it is not fitted for people who perspire. It probably
contains a by-product which was formed in the process of making
and was not washed out thoroughly, so it is not fixed in the fiber in
the dyeing process, and therefore it dissolves out in the perspiration.
The public is beginning to send these goods back to the clothing
stores and the ml Is are getting claims. During the war everything
went. There were no seconds, but the public is now beginning
to get restless. In the New York Times last Friday I found a story
to the effect that the United Waist Workers of America had
raised the question of the fastness of American dyes. The ladies
apparently are also beginning to perspire and get restive over running
ant fading colors. As I said a moment ago, during the war everything
went. There were no seconds at all, but now the public is beginning
to notice things and the reaction will set in if it is made impossible
or even hard for mills to get the colors they need. People do not
like to buy imported clothes, and it will not be long before the fast
colors do come in on cloth instead of in barrels.

The above clipping also refers to the German plants making alcohol
from carbide. I mentioned that the other day.

Mr. Waters showed you exposure tests showing better results
with American than with imported vat dyes and stated that they
were exposed the sarie number of hours. I asked him if one set had
been exposed from 6 a. m. to 6 p. m. anti the other from 6. p. m. to
6 a. m. The hours would be the same but the result would not.
You have the sun in one instance and you have no sun in the other.
You can flimflam any way you want to on the hours. I could
hardly explain his test in any other way.

Tho mill man is handicapped by the lack of knowledge on the
part of the seller as to what his colors will stand. The mill buys
colors but dyes shades. You hear about colors all the time. I am
going to illustrate that to you just for a moment. Colors are one
thing and shades are another.

These cards that I have hero contain colors. I make 125 of them at
my two plants. These [indicating] are the basic colors. This is
cotton and wool; this is cotton and sulphur dyes. This card here con-
tains shades. That is what the will wants-. I shall come to these
now. This card shows ladies' dress goods.

Senator WATSON. You make these?
Mr. METz. I make these. These shades here are dyed in the labora-

tory; they are a combination of colors. That is a German color
card [indicating]. I will get down to these in a moment.
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Senator WATSON. Are these German or American made?
Mr. MF.TZ. Those are German.
Senator LA FOLLETTE. Can you effect those shades at your factory?
Mr. MAETz. Yes; I can effect them, but I can not guarantee them.

In other words, I can not say that every color win stand. When
there are three or four aid one does not stand the same as the other
three, the shade is gone.

Senator WATSON. Do the Germans guarantee them?
Mr. METz. They do not have to guarantee them.
Senator WATSON. Can they guarantee them?
Mr. Mr iz. Yes, and we could, if we made the same things. They

have got a good full line. It is the mill I am talking about now.
Senator WATSON. We have not got a full line, and, therefore,

can not make those shades. So the query is" How are we going to
get a full line?

Mr. MF Iz. We can make any shade we want. We do not have
to got those particular shades. Let the ladies who are so fastidious
go without some of the shades. What I mean is this, that they are
not dyeing colors. The mill man wants the shades and he must get
colors to make shades. These colors must be of the same nature.
For a long time, I ma say, we had no proper wool blue.

Senator MCLEAN. Where are the shades made?
Mr. MzTz. In the dye house. These [indicating] are combinations.

Individual colors make those shades. Each of these shades is com-
posed of three colors. For instance, 12 ounces of that, 8 ounces of
that, 1 pound of that, and 4 ounces of this make that.

Senator WATSON. Can we make all of those in America?
Mr. M.Tz. We can make thema in America, but we did not have

those blues.
Senator WATSON. Have we got them now?
Mr. M.TZ. Yes; we have. We used indigotines. Here is indigotine

that had to be used. The dyer can matcfi that shade exactly. The
difficulty is that the moment the dyer gets those Foods in an
artificial light its a different shade; that is his difficulty. They can not
use this with success. They can use it, but whenever they do, they
get a blue effect at night and perhaps a green one during the day.
One of these will do for piece dyes; for they dye level, and others
will not dye level.

The mill does this work. This is an important point. Here you
have some colors dyed in the piece, leaving the silk white. Heie is
a piece of white cloth with a fancy thread woven into the goods. It
is possible for the mill to go on making up these at full capacity, and
they may get orders for this, that, or the other shade. They can
go on weaving for a long tinge instead of weaving each shade separate-
ly each time.

These few colors are sibout the only ones we have for that putrlpose
,now. I make these [indicating] for men's goods.

Senator WATSON. If we have not got them yet but can make them,
under what conditions is it possible for us to do it 3

Mr. MmPTz. We can go on working with proper protection. That
will do it. If you do not let us get them, these dyed goods will come
from the other countries, because they can make them cheaper than
here by far; and you are going to kill the textile industry for the dye
people, who have made a lot of money already.
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Senator McLEAN. If they are protected here then you can make
them in this country?

Mr. METz. Yes; keep the duty high enough. The cost is not going
to amount to a great deal on a piece of goods. Lot us have those
dyes. Do not make our consumers go through a whole lot of red
tape so that by the time they get under'way the season is gone.
MIs do not make the goods 'by the piece. They make a sample.
It contains a certain color. Those samples go into the market.
They are opened up and orders are taken. You can not get six
months' supply ahead. For instance a concern ordered 20,000
pounds of a certain kind of blue. By the time they got here the
season was over. Ten thousand pounds were delivered and the other
10,000 remain on our hands. I am loaded down with such goods
now, selling them off to people who want to buy a few pounds now
and then by permission of the War Trade Board.

Take the Pacific mills. As I understand it they have objected to
an embargo. They came to me and said, "If we can run our season
out, we call use a certain product in our goods, but we have to have
enough for the season. They couldn't get it, and the result was that
it cut them out of their patterns.

I want to illustrate the difference between colors and shades.
Colors mean nothing. The dyer has to know whether it will stain
white or not. The man who does know will continue to do a good
business. That is why some are still in business despite all' this
trouble.

Senator Sn-IstoNs. This embargo proposition now pending before
the committee is to take care of such dyestuffs as are produced in
this country in stufficient quantities and sold at reasonable prices, I
believe?

Mr. ME.TZ. Yes.
Senator SIMnONS. You say that when the industry is established

here and we learn how to make dyestuffs you will be able to go along
with a reasonable duty ?

Mr. ME:rz. Yes, sir.
Senator SIMuoNs. Upon your product. That is what I understood

you to say?
Mr. Mvrz. Yes.
Senator SIMMONS. What per cent of the dyestuffs produced in this

country would come within that catagoryI
Mr. Mfuz. Not 10 per cent of the dyestuffs used here would come

in from outside.
Senator SIM.imS. I mean what percentage of dyestuffs produced

in this country now could we sufficiently establish to enable the
manufacturer to get along with a reasonable protective tariff?

Mr. METTz. I should say 75 per cent of what we are now making,
and that would constitute about 80 per cent of what is used -

Senator SiMONs. 'lhen what is the necessity of putting an em-
bargo upon 75 per cent in order to take care of 25 per cent

nMr.M N'ETZ (continuing). To be able to keep up the price.
Senator SiMvo.Ns. If there are any dyestuffs that we do not make

and we do not know how to make, that require an embargo, from the
standpoint of anybody, in your judgment it would then be sufficient
to embargo those particular dyestuffs instead of embargoing, not only
them, but all the other dyestuffs as well?
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Mr. MErz. If you do embargo those particular dyestuffs, then the
mills can not get readily the goods they need.

Senator SMooT. Embargo them with a rate of duty?
Mr. METZ. Yes, you can help that way.
Senator StMwoNs. That is what I am saying. If it is absolutely

necessary to embargo at all, why extend that to dyestuffs that we
produceinstead of only to those few that we have not learned how to
make?

Mr. METz. If you put the rate high enough, it will take care of that.
Senator WATSON. Senator Simmons, you and I were on the com-

mittee that investigated that whole thing. If you come to write an
embargo on these particular colors not manufactured in the United
States, how are you going to word it or how are you going to desig-
nate it?

Senator SiMONs. I am not now ready to do it.
Senator SMOOT. It can be done all right.
Mr. METz. You do not want to embargo those dyestuffs. You

want to make the duty high enough, but do not keep them out
altogether.

Senator SItMONs. You do not want to embargo those things that
are not produced in this country at all and you do not want to embargo
those things that are produced in this country in sufficient quantities
to need, according to Mr. Metz, only a reasonable duty; but you want
to embargo those in between those two extremes.

Mr. METz. Have a high duty. That is the idea.
Senator SHoOT. Have a high duty so that they can manufacture

in this country. I do not care how high it is, but give them a duty
so that they will have a chance.

Mr. METZ. Reverting to the question of color combinations, if
only one of the combination the dyer makes is not equal to the rest
in fastness to light, washing, alkali, or acid, his shade is gone the
moment the wearer of the dyed goods submits them to any of the
above tests, and I am sure the experience in the family of everyone
of us has given examples of hosiery and other articles of apparel
going to the laundry blue or brown and coming back green or purple
or some other shade. One of the colors used for shading gave, out;
that was all.

We were told about Congo red. The report says they made
1,502,630 pounds in 1920 valued at $1,296,529; that the average price
was 86 cents and that the Cincinnati Chemical Works, Croton Color
& Chemical 6 o., National Aniline & Chemical Co., Newport Chemical
Works, and National Chemical Works, were the makers. Congo
red is a color that is used for dycing bright reds on cotton, and before
the war it was used to a very small extent only. I had a sample of
it, but can not seem to find it. A bit of lemonade or vinegar will
make it turn black so quickly that you can not use it.

Senator WATSON. Who mAeO that?
Mr. METZ. Eleven plants in the United States.
Congo red is not fast to light, it will not stand washing, and turns

black by the slightest contact with any kind of acid. It is made from
benzidine, which was available when tolidine, made from toluol,
was not. Benza purpurine is made from tolidine, and had practically
displaced Congo red entirely and was in turn largely replaced itself by
the benzo vast scarlets which were faster to acid and light than
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benzo purpurine. Of benzo purpurino we made 617,629 pounds,
valued at $904,000, average price $1.46 per pound, at 11 plants.
To-day the prices are about 70 cents for Congo and $1 for benzo pur-
purine 4 B, and it is only a question of time when the Congo red will
be driven out entirely, not by German competition, but because the
people here will not stand for it, and the fact that 90 per cent or more
of al1l we make goes mainly to India shows that while we are making it
we can compete with other countries who know at least as much about
making this simple product as we do. The plants making Congo can
all use their entire apparatus which consists of tanks, filter presses,
and dryers and grinders mostly, to make dozens of other colors, for
which Nho majority of them will have to buy their intermediates, the
same as they buV'benzidino now, and they'will continue in business
only if the big fellows who make those intermediates continue to find
it profitable to sell them and need them to help out in the abnormal
export demand 'that has so far existed for these colors for export.
Some of these larger manufacturers, like the National and Newport
concerns, have established selling organizations of their own in the
Far E'ast, and if they intend, and apparently do, to compete in those
markets with Germanny and Switzerland, why can't they get along
here without any duty, unless thay intend to indulge in that heinous
crime of dumnpin, whiieh seems to be a crime only if the other fellow
does it, to you, and not vhen you do it to him. There are other colors
that will he replaced by be-tter ones right along. The National and
the Newport. companies have established selling organizations in
China and Japan in competition with the rest of the world.

Senator MCLEAN. We have gotten thus far because of the sub-
stantial embargo resulting from' the war.

Mr. Mm, TZ. Yes; I grant that. We have had about seven years of
that.

Senator McLEAN. It is claimed that these are independent and
unrelated and the prices (lifter, so that unless we protect ourselves
against all of them the processes will become stagnant.Mr. MFTZ. I say that that is not right,; from a practical standpoint
I know it, because I have two plants myself. That is true to a lim-
ited extent only, Senator.

Senator McLEAN. I think you realize that competition is going to
be fierce..

Mr. METZ. Yes; it is fierce now. It has brought it down already.
Senator McLEAN. And it is going to be fiercer?
Mr. MEATz. Yes.

.Senator MCLEAN. So that unless we lower the wage standard to
that of our competitors, we have got to reduce the cost of manufacture.

Mr. MFTZ. We have got the labor cost. I have the figures.
Senator MCLEAN. For that reason, it seems to me, that unless we

stimulate in every way possible private capital and retain in employ-
ment the highest talent in chemical activities, we are taking a chance
that we ought not to take.

Mr. METZ, Then give u.s the highest duty that you want to put on
it, but if you are going to export and compete with Germany, why do
you need it for our home market I

Senator McLAN. You suggested in your opening remarks that
while you objected to a license system, it could (be put in the hands
of the'Tariff Commission.

!I i
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Mr. ME'z. No; I said in the beginning that I had stated before the
hearing two years ago that if they were going to have a license system
that then I would prefer it to be put in thob ands of the Tariff Com-
mission; that is what I said.

Senator McLean. If that is true then, and if it is your opinion that
this license system were put in the hands of the Tariff Commission,
then is not thie difficulty one of administration of the embargo rather
than in the idea of an embargo ?

Mir. METZ. I do not want any licensing. I said if they were going
to have it, then that I would prefer to put it in the hands of the
Tariff Commission.

Senator McLEAN. Then You want the American valuation with
sufficient duty, which you think will just as thoroughly protect the
industry as the embargo '

Mr. METZ. Absolutely; and not handicap the mills.
Senator S.31Or. On 80 per cent, I want to say, will not be an

exceedingly .igh rate of protection, but the other 20 per cent would
be, in my opinion.

Senator WATsoN. It would be exceedingly high without the
American valuation.

Senator SM0ooT. I say, with the American valuation.
Mr. MFTz. That, would be prohibitive for practically nine-tenths of

it., because it would give a chance for them to get wlat they wanted
if they are willing to pay for it.

Senator SMOOT. I say as between the American valuation and
foreign valuation.

Mr. MiTz. It amounts to the saint, thing.
Senator MCLEAN. So they can he enabled to get what they pay

for and have no embargo.
Mr. METZ. They can not get it.
Senator McLEAN. That may have been the case.
Mr. METZ. That is the case. Do not lot them tell you it is any

different; it is the case.
Senator 1)ILuJNonA i. The Senator wants to put a question.
Mr. METZ. I beg your pardon. I do not want to interrupt.
Senator McLEAN. I do not know that I care to continue it. There

is a wide difference of opinion. You are an expert and are no doubt
an honest and patriotic man. But there are others who are equally
patriotic and honest, who differ with you.

Mr. METz. I think so. But they may not know as well as I do that
part of the business.

Senator McLEAN. You assume that. It may be true and it may
not. It is a pretty vital assumption.

Mr. MriTz. I base it on my experience and knowledge of the busi-
ness.

Senator McLEAN. And your suggestion is that if the administration
of this embargo were reYerred to the Tariff Commission that the
difficultyy might be avoided; that is the practical difficulty that is now
sustained and experienced by manufacturers might be avoided, and
we would take no chance.

Mr. METZ. That does not quite cover it. I referred to my testi-
mony, because it had been quoted. I appeared before the Ways and
Means Committee without notice. I was in the room, and Congress-
man Fordney said, "Mr. Metz, we would like to hear from you on this
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thing." This license had not appeared in the bill; it was not in the
bilen being considered. Mr. Choate gave me a copy of the bill and
said " What do you think of thisI" Anid Mr. Fordney said, " Do you
think we can compete without a license?" I said, "I do not know; it
is a new proposition. But at any rate, if you are going to have a
license"

Senator MC EAN (interposing). That is just the trouble; it is a
brand new proposition.

Mr. MEr Z. If you will take my viewpoint, if you are going to have
it, do not have the commission suggested in this biU, buthavo the
Tariff Commission or some other governmental body.

Senator McLEAN. Other nations who have been situated precisely
as we have been driven to the embargo, and that appeals to me.

Mr. METZ. In spite of being driven to it, they are reselling their
goods. German goods have been going to France in spito of any
embargo. An English concern, with a mill in the United States for
whom we had matched a "crtain color-we shipped from this side
some of the colors for him to use in France, and we gave him the
names of the German colors he could use, and the German colors
were shipped to him without any question.

Senator WATSON. Mr. Metz, did you not say to me that the goods
the English were now selling went into England while the embargo
was lifted, when they bought large quantities of German dyes?

Mr. Mrz. They bought two years' supply of German dyes.
Senator WATSON. And they are selling those to us and not those

that are being made in Germany?
Mr. MFrz. -No, those they have had; and the French reparation

goods and the Italian reparation goods are being offered, and they
get them under the treaty the same as we do. I will give you the
figures on that, if you desire them, shortly. But I would like to get
through with this thing.

Speaking of colors to be replaced, take wool greens, of which we
made 212,000 pounds, worth $1,060,269, or an average of $4.99 per
pound, in six plants in 1920. The prewar price was about 65 cents and
the use comparatively limited. We started to make it here. It at once
replaced indigotine, the sulphonated indigo used for acid dyeing on
wool and unsatisfactory m many ways, but it was all we had, as natu-
ral indigo became available when the synthetic product in other blue
dyes could not be had.

When the synthetic indigo stopped coming in, we used the old
natural indigo.

To-day wool greens is being hawked around the market at about
$2 a pound and nobody wants it, since patent blue, which dyes
level and is more desirable in every way, has been coming in on
licenses from Germany.

Why should mills be compelled to use this [indicating] sample or,
the committee table, when this [indicating] can do the work which
this will not do? It is not just as good. Here is a brown. One
turns purple and the other turns gray under artificial light. These
are the three patent blues. The price for the German product at
present is about $3 to $3.50 a pound. Recently licenses have been
denied because the National has brought out what seems to be a
satisfactory product at about $4.50 per pound. This is the point:
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It stands fulling and does not bleed; that is an essential proposition.
These other ones will not do it. They turn it blue if fulled with it.

This will not answer, where this one answers and they are prac-
tically the amo in shade. This [ini icating] will not answer in ouio
place, and that will not answer in another.

Senator WATsoN. Which are we making in this country?
Mr. Mwrz. We are making both in this country, having just begun,

and we will make more of it. I am the largest importer of this stuff,
and I am willing to have it stopped if we can make it here.

Senator WATSON. You say you are the only importer?
Mr. METZ. Practically-I am not the only one, because the textile

alliance people can bring the same goods in under the reparation
agreement. There are two essential shades, patent V used as an acid
dyo on ladies' dress goods because it dyes level, and patent blue A,
which is used for wool stock dyeing and shading alizarine and other
blues because it stands pulling and soaping, although it does not dye
level. I have got dy ings here showing the imported and domestic
products. I tried to makle patent blue here, and did turn out several
lots in a small way, but I think they cost me at least $12 to $15 a
pound, and I quit, when I considered th prewar price was less than
$1, duty included.

For a time those who had patent blue in stock from prewar deliveries
got as high as $25 a pound for it from mills that bad to have it to fill
orders for goods in which it was used. Sulphur black is another
color that will be replaced for many purposes. When the war came,
everybody went onto logwood black, which our forefathers used for
everythi but which is used now only to a comparatively small
extent. As soon as sulphur blacks appeared logwood receded, and
now with direct blacks coming in and getting cheaper they will re-
place sulphur blacks for many purposes, chiefly for yarn and hosiery
and short-cotton dyeing. Sulphur blacks of excellent quality is dowit
to the prewar price of 18 to 20 cents, with four or five plants here being
each capable of making all the c.;antry can possibly consume. They
don't need a tariff or embargo against Europe, but against themselves.
They can't all possibly go on. rho only profit left in sulphur black is
in the intermediates used for making it, and that is getting down
pretty close too.

Senator MdLEA,. You say that product has got so cheap there is
no money in it now?

Mr. METz. Yes.
Senator McLEAN. Made in this country?
Mr. MIETZ. Yes.
Senator McLEAN. That does not argue there is any vicious monop-

oly controlling that color?
Mr. METZ. No; there is not any monopoly to-day. But those

making intermediates; there are only two or three making inter-
m, ediates to make black--

Senator McLEAN (interposing). [ thought you were speaking of
monopoly, and 1 thought perhaps you referred to the American Dyes
Institute.

Mr. ME'rz. No, no. There is -no such thhig to-day. ''here is
room for everybody to make money and not have a monopoly. I
am speaking of these colors being driven away. Direct black which
is driving it out was made here last year in the quantity of 9,000,000
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pounds, and it is safe to say it was exported all over the world
including Germany. The prewar price was 17 cents, until the
combination was made with the German makers and the National
after the Payne-Aldrich tariff was passed and the price went to 28
cents. Owing to the fact that two British makers did not go into
the combine and the suit brought under the Sherman Act in 1913
the combine was abandoned and the price went back to about 20
cents. To-day it is being sold here as low as 60 cents and there is
strong competition between the four or five makers, some of whoir.
don't make any of their own intermediates. It is safe to say it will
go still lower, and when it gets to 45 cents replace sulphur black at
20 cents for many purposes, because it leaves goods with a softer feel,
there is no danger of rotting, which is the case with improperly dyed
sulphur blacks.

Tam showing how one color will replace the other when it becomes
available. So the colors used now are not the colors people will use
eventually. They want something better, and they are getting it all
the time.

Senator McLEAN. The colors you will need depends on what you
have got?

Mr. MErTZ. The colors we have got may be good enough.
Senator MCLEAN. But the competition in the colors you have is so

fierce from Germany-
Mr. MF.Tz (interposing). Not from Germany. The Germans do

not touch it at all. t )mpetit ion right here has developed these
things. I am trying to get at the point where they say we are being
driven out. They are being driven out by natural forces. Plants were
built here regardless of the consumption of the country, built on
import orders. Wo supplied the whole world for a year or two.

Senator McLEAN. That does not argue they may not be driven out
by foreil', competition.

Mr. MWirz.' That argues they will be driven out by themselves.
Senator MoLEAN. That is all in the interest of the American con-

sumer.
Mr. MPrz. Butthe embargo will not help them a particle; they

are going to be driven out anyhow. Better colors are naturally
driving then out.

Senator McLEAN. But continued consumption will not cease in
this country.

Mr. MET6. But the consumption is so small as compared with
what they are making. The colors will be superseded by other colors.
They will be defeated by their own weight.

Senator MoLEAN. That is their lookout.
Mr. METz. That does not say they are being penalized, but it is

saying those men are in an impossible position.
Senattor WATAON. Is German), stil! supplying the (Ives which she

was compelled to supp Ily tinder *the terms of the treaty l
Mr. MF.Tz. Oh, yes; that is for five years; they have three years

more to run. Tihe treaty calls for five years.
Senator WATHON. And she is now supplying to those nations in-

tioned in the treaty?
Mr. MAETZ. To those who are demanding those colors. 'hey pick

out what they want. I started to make sulphur block early in 1915,
lkcause I hld to have a black to (lye backs for artifeiil leather in
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my Newark leather plant, as the logwood blacks we were getting got
us into trouble with the trade. Putting sulphur black in these goods
however, cost my company about $90 000 for return goods and
recovering hundreds of automobiles on which it had been used.

I have a plant making artificial leather, and I want to show my
experience with other manufacturers. Sulphur black put on the
back of this will, in the course of about three months, chemically
raise this top right off. We can not use sulphur black for that pur-
pose. For a while it loaded fine and was a good black; in two or
three months the chemical action caused the coating to peel off, and
the goods simply had to be scrapped.

Senator WATSON. What kind of black did you use?
Mr. Mii'z. Direct black. This showed again the trouble people

using dyes have to overcome, and they are the ones to be considered
as well as the dye makers.

Senator WATSON. Sulphur black and direct black are both made
in the United States?

.1r. MAETz. Yes: but we had no direct black at the time. But I
am suggesting this to show the experience and how it is all wrong,
and that the manufacturer and the public pay the price.

Senator WATSON. How long have we been making direct black?
Mr. MAErz. Since before the war. The National Co. made rpillions

of pounds then and they are making it again. On wool, logwood was
also used almost entirely after the war got under way. Now it is
being replaced more and more on men's wear with chrome and after
chrome blacks, and on women's lighter clothes with acid alizarine
blacks. Of chrome blacks we made 1,200,000 pounds hero last year
ranging from 65 cents to $1 a pound. The prewar price for diamond
black, the one mostly used, was 32 cents a pound. I made over
100,000 pounds of chrome black at the Consolidated, and I know I
can hold my own on that with the specific duty of, say, 15 or 20 cents
a pound and 35 per cent, as suggested by Mr. Thuron, or 35 per cent
and 7 cents on American valuation. Acid alizarine blacks are made
hero in satisfactory quality, although they are still being imported
in large lots. Prewar price was about 45 to 50 cents. I mentioned
these colors only to show how one color replaces the other. I know
thabt most of the plants making Congo red, for instance, started in
on export orders and have cleaned up long ago, and the same would
probably hold good on other products if they knew their business,
and if they didn't and don't, they ought not to expect American
consumers to be compelled to hold the umbrella over them for several
years to come because they are bouiid to be eliminated anyway.

Senator McLEAN. Of course, nobody anticipates that this embargo
will be permanent.

Mr. METZ. Well, if only for a little while it is going to handicap
these mills; that is all.
, Senator McLEAN. Nobody of course, anticipates that this embargo

will be permanent. You say they are called to hold an umbrella
over them.

Mr. METZ. They asked it for two years, two years ago, and thought
they could do it. Now they are back for another three or five years.
And now they are going to come back the next time if you encourage
them.
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Senate' MoLEAN. Assuming that the cry of "wolf" was
unfounded-

Mr. METz (interposing). Yes; it is unfounded yet.
Senator MCLEAN. My theory is that the wolf is there.
Mr. MAz. Then, put a duty on it so high that the wolf can not

jump over it.
Senator MCLEAN. Wolves will jump pretty high -sometimes.

When the woU comes I want to be prepared.
Mr. METz. When ho comes we will be prepared, but do not make

us all carry guns.
The plants making one or two or even half a dozen colors, are

bound to be wiped up, because their overhead will eat 'em up.
Their selling expense alone unless they tie up with some concern
having a selling or anization will swamp them. Gallocyanine and
delphine blue, the latter made from the former, of each of which
about 70,000 pounds were reported for last year at an a- erage price
of over $3, made by four plants, each will also be as dead as they
were in ten years before the war, when the alizarine blues for woolen
goods again become available.

Those colors are impossible, simply substitutes, and are bound to
go when better goods appear. They have not appeared yet, either
from Europe or here. The colors mentioned are among those pro-
duced in the greatest scale and used in largest volume, and the list
shows we have followed the line of least resistance in making the
colors most easily produced, and that the plants making them have
got to turn to something better or close up. This will include about
60 per cent of the present plants at least, for the larger ones, making
their own intermeiliates, will be the ones to survive, and many ol
them are to a large extent dependent on the few that produce the
crudes, such as naphthalene, etc. For instance,- naphthlene is largely
produced and alniost controlled by the Barrett Co., a constituent of
the Allied Chemical Co. The naphthalene used to come in from
England at 2 to 21 cents a pound before the war. It is the basis of
the chief intermediate for a great many of the most largely used
colors, such as beta-napthol, alphanaphthylamine, H acid, etc.
Beta-naphthol was imported, and on a 10 per cent duty basis sold
for 8 tents in 1914. Naphthalene went to 5 cents and beta-naphthol
first made its appearance as American made at $1.25 per pound.
The manufacture was taken up by several American plants, and the
price gradually came down to about 40 cents. Large quantities were
exported to Switzerland, England, France, and Japan to be con-
verted into colors.

Alphanaphthylamine next made its appearance at $1.20 a pound
although the prewar price was 11 to 12 cents and the English and
German producers had a price agreement, the same as they had
previously had on aniline oil, and prorated the sales among them.
Napthalene went to 12 cents, and b etanapthol and other products
soared accordingly. The Barrett plant burned and it was practically
impossible to get napthalene. The betanapthol makers were forced
to import from Belgium and England, and paid as high as 14 and 15
cents a pound for it. I was offered 85 cents for 100 tons of beta-
napthol by a German color maker in June, 1920, and the Swiss
bought enormous quantities here through middlemen and others as
high as 80 cents. When the slump came it was cheaper for the
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foreignpers to dispose of their stock here at any price rather than ship
it abroad, and those goods flooded this market until recently, and
I bought some that I had sold last year at 45 cents and as low as 32
cents a few weeks ago. With an embargo the producers of napthalene
and similar crudes can choke any of the intermediate manufacturers
or at least make him very uncomfortable, while in turn the inter-
mediate makers can see to it that their competitor making colors will
be short of supplies at times unless he is free to import if necessary.

They can say they have no stock and can not deliver. They have
got that power and can hold us up. That is what the Germans did
with the small manufacturers, and that is what the big ones here will
do for us.

Senator MoLEAN. I want to transfer it to this country.
Mr. Mmrz. By giving it to the Du Ponts, and they will choke us off.
Senator MCLEAN. You are assuming that we have no law in this

nMr. U z. The law does not catch them. They all say they have
no stock. Thev have contracts, but have no stock.

Dr. ISERm#AN. Naphthalene is on the free list?
Mr. Mw'z. Crude, certainly, but you can not get it without a license.
Mr. CHOATE. You can.
Mr. MP.TZ. No- you can not--refined naphthalene-and you can

not refine naphthalene and I can not. Do not tell me I can if I
can not. Barrett can do it, and a few others. We all were stopped
when the Barrett fire occurred. We get them as by-products. Do
not be kidding anybody with that kind of stuff. There is where the
danger comes in, not from Germany. In discussing the substitution
and replacement of one color by another, as in the case of the indigo-
tine wool greens and patent blue, the samples I have here will show
how either one can be used to produce a certain shade in combination,
but when the same shade is used under artificial light it makes a great
difference and causes trouble.

Senator MOLEAN. You would be left out of it to-day if it had not
been for the encouragement of the war conditions.

Mr. Mmrz. If it had not been for the munitions manufacturers and
coke manufacturers we would not have had benzol to-day. Now
that we have those things we can do it against the whole world
because the coke ovens have been changed and were paid for and
charged off; that has all been amortized. It was paid for the first
few months of the war abroad. We must be fair in these matters.
Paragaph 26 of the bill there is also a little joker which shows the
fine ftahan hand of one posted in the dye business which would cause
an importer all kinds of trouble which the American producer would
escape. Besides the standardizing scheme, the requirement that
diluents must be stated and component parts of mixtures mentioned
simply gives away an importers business entirely. Many of the
colors can not be shipped in the state in which they are made as 60
pbr cent and even more of soda ash, Glaubers' salt, or other diluent
must be added to prevent them from taking fire through chemical
changes. Mixtures are also made for mills who send in samples of
their goods to be matched. I have hero a brown for a hosiery L on
mercerized cotton. The match contains three colors and the mixture
is specially made and gives the producer a sort of trade-mark right to
what his knowledge of his business entitles him. If he happens to be
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an importer and got such a mixture abroad he would be compelled to
give away his knowledge for the benefit of his competitors, who are
under no such restrictions.

(The pamphlets referred to and discussed byMr. Metz are as follows:)

TA'AIFF RATE NECESAIY FOR AMPLE YROTETrION OF AMERICAN DYE8TUE78 INDUSTRY.

(By E. R. Pickrell, formeay chief chemist, Customs Service, New York, N. Y.)

Since the widespread and well-organized propaganda for a licensing system in dye-stuff tariff legislation has not overcome the opposltl! n bydyestuff consumers to such
System but has, if anything, increased and intensified it, the time is opportune to con-
sider what rates of duty would he necessary to afford ample protection to the American
dyestuff industry.

Of the 1,375 printed pages compr iing the hearings before the Ways and Means
Committee and Senate Finance Committee on the Longworth dyestuff bill, no informa-
tion was offered setting forth the rates of duty necessary for the protection of the
dyestuff indwitry. The only mention either directly or indirectly relative to the
necewsr* protection was toward the close of the hearings before the Senate Finance
Committee, when domestic producers stated that the low percentage of yields in dye
manufacture in this country necessitated a practical embargo on imported dyestuffs
in order to protect the domestic industry. The present session of Conress will devote
a considerable portion of its time and efforts to the enactment of a tariff law with rates
of duty sufficient to protect American industries. It is only logical that informa-
tion should be offered to Congress and to the public whi(h will enable our Federal
lawmakers to adopt rates of duty ample to protect the American dyestuff industry.
In determining what rates of dlty would be necessary it is first ess ntial to make a
retrospection of tariff legislation.

HISTORY OF DYESTUFF TARIFF LEGISLATION.

The first tariff act, dated July 4, 1789, provided for natural indigo at 16 cents per
pound and dye woods and dyeing drugs free of duty. The first tariff act to specifically
provide for coal-tar colors was the act of June 30, 1804. It is natural to presume that
no act prior to this one would have provided for coal-tar colors, since the date of the
discovery of the first coal.tar color, mauve, by Perkin, was in 1856. All of the tariff
ats enacted between 1789 and 184A provided for natural indigo usually in the dutiable

list, at so many cents per pound, and dye moods and dyeing extracts usually in the
free list. The following table shows the provions for coal-tar dyes and the rates of
dut In all of the tariff acts, beginning with the act of June 30, 1804, and concluding
wit the present act, Title V, September 8. 1916.

TABLE 1.-Dutle. on coal-tar dyes in various faifacts.

DWtes of sets.
June 30, 1884.
July 14, 1870.

Feb. 8, 1875.

Mar. 3, 1883.

Oct. 1, 1890.

Aug. 27, 1894.

July 24, 1897.

Aug. 5,1909.
Oct. 3, 1913.

Sept. 8, 1916.

Rates o( duty.
Anilin dyes, 35 per cent ad valorem and $1 per pound.
Anilin dyes, 35 per cent ad valorem and 50 cents per pound; anilin

oil, crude, free; picric and nitro-picric acid, free.
Same as 1870, with addition of nitrobenzol, 10 cents per pound;

alizarine, free.
Coal-tar dyes, 35 per cent; alizarine, natural and artificial, free;

-indigo and artificial indio, free; anilin oil and salts, free.
Same as 1883, with dyes known commercially as alizarine yellow,

alizarine orange, alizarine green, alizarine blue, alizarino brown,
and alltarine black added to free list.

Coal-tar dyes, 26 per cent; alizarine and indigo, fee; alizarine dyes,
free; anilin oil and salts, free.

Coal-tar dyes, 30 per cent- allzarine and alizarine dyes, free; anthra-
cene dyes, free; indigo, free; anilin oil and salts, free.

Same as 1897.
Coal-tar dyes, 30 per cent: alizarine and aUzarine dyes, free; anthra-

cene dyes, free; indigo and indigo dyes, free; carbazol dyes, free;
anilin oil and salts, toludin, xylldin, etc., 10 per cent.

Coal-tar dyes, 30 per cent and 5 cents per pound; indigo and indigoid
dyes, 30 per cent; alizarine and alianine dyes, 3D per cent; ana-
cone dyes, 30 per cent- carbazol dyes, 30 per cent; anilin oil and
saltsand amildonaphthol, amidophenol, etc., 15 per centand 2j cents
per pound.

584
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AUlarine,flrst appeared in the tariff act of Settember 8, 1875 which act was an
amendment to the tariff act then in effect, the act of July 14, 1470. Alizarine was
provided for free of duty, inasmuch as It was a patented dye. Consequently during
ihe life of the tent, competition was barred in the manufacture of this particular
coal tar dyetuff

The first mention of artificial indigo was in the act of March 3, 1883. Prior to this
act only the natural Indigo was provided for.

The act of 1883 also amplified the provision for alizarine by adding the qua "
words, natural and artificial. The act of October 1, 1890, for the first time provi d
forcertain aizarine dyes. Alizarine yellow, alitrineorange, alizarine green, ilizarine
blue alizarine brown, and alizarine black were specifically mentioned by name It, the
free list. The act of August 27, 1894, provided for alizarine colors or dyes, but not
by name, only with a general provision, namely, "alizarine ond alizanne colors or
dyes, natural or artificial."

Dyes derived from anthracene were first mentioned specifically in the act of July 24,
1897. They were provided for, together with dyes derived from alizarine, in the
free list.

The act of October 3 1913, made the first provision for dyes obtained from indjgo.
These dyes were provided for In the free list of that act. This same act also made the
first provision for dyes obtdIned from carbazol. They were provided for together with
the dyes obtained from alizarine and anthracene, in the free list.

The act of September 8, 1916, which was an amendment to the present tariff law of
October 3, 1913, contained the first provision for indigoids, whether or not obtained
from indigo. These dyes, together with natural and ynthetic Indigo, were provided
for at 30 per cent ad valorem.

There has been a tendency to amplify the phraseology used in dyestuff tariff legis-
lation. More detailed description has been used in almost each succeeding act to
definitely describe certain classes of dyes which were to be classified at a different rate
of duty than the bulk of the coal tar dyes. Referring to the rates of duty under the
different acts, it is noted that the highest rate of duty was assessed under the act of
June 30, 1864. This was a compound rate of duty of 35 per cent ad valorem and $1
per pound. This rate was in effect till July 14, 1870, when it was reduced to 35 per
cent ad valorem and 50 cents per pound. This rate continued in effect for almost
13years, that is, until the act of March 3, 1883, when the specific ratewas dropped
and coal tar dyes were classified at 35 per cent ad valorem. This ratio of 35 per cent
ad valorem was contained in the act of October 1 1890, and therefore continued in
effect from 1883 until the act of August 27, 184, a period of 11 years. Coal tar
dyes, except alizarine and alizarine dyes, were provided for under that act at 35 per
cent ad valorem.

Rates on coal-tar dyes were again changed under the act of July 24, 1897, being
reduced from 35 per cent ad valorem to 30 per cent ad valorem. This rate of A
per cent ad valorem has continued from the date of that act to October 3, 1913, on all
dyes except alizarine, indigo, and dyes obtained from alizarine, indigo, anthracene,
and carbazol. These excepted dyes have been continuously on the free list. This
general differentiation in classification continued and was embodied in the present
act Table V, September 8, 1916. Under this act all coal-tar colors, except natural
and synthetic alizarine, natural and synthetic indigo, and dyes obtained from. alizarine,
anthracene, and carbazol, and indigoids, whether or not obtained from indigo, were
provided for at 30 per cent ad valorem and 5 ents per pound. The excepted dyes
were provided for at 30 per cent ad valorem.

Retrospection of Industrial development in this country is necessary to determine
whether or not the dyestuff industry was partially or wholly built up under the pro.
tection afforded the industry by any one of the several tariff acts.

DYESTUFF INDUSTRY BUILT UP DURING THE EXISTENCE OF THE ACT OF JULY 14, 1870.

It is noted that the act of July 14, 1870, provided for all aniline dyes and colors
by whatever name known, at 50 cents per pound and 35 per cent ad valorem. This
rate of duty remained in effect till the act of March 3, 1883, when the specific rate
was dropped, retainig the ad vilorem rate of 35 per cent. The following is an
excerpt from "Dyestuffs for American Textile and Other Industries," United States
Department of C6mmerce, Special Agent Series, No. 96:

'During this period, consumption of aniline dyes assumed large proportions in the
United States, which became the leading customer of the German factories. There
seemed a good opening for American enterprise, and in 1879 the first establishment
for the manufi turo of artificial dyestuffs was started at Buffalo. Eight others were
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opened soon after. At that time the manufacture was based on the use of the inter.
mediates imLported from Europe. It was difficult to obtain an adequate supply of
benzol from domestic tar wo k. The Buffalo works did, for a few years, bei~ning
with 1884, make its own aniline oil, but was forced to abandon the attempt on account
of the uncertainty of obtaining the raw material. The industry was extremely
remunerative at the outset. There seemed to be a good prospect of soon becoming
independent of other nations-in this branch, except so far as patent protection existed,
although for the time being the industry was based upon the use of intermediates of
foreign origin procured from Germany and Great Bitain in 1883. However, the
growth of the industry was suddenly checked. Within a year five of the nine estab.
lishments were forced to close; the four continued to manufacture on a close margin."

The industy was so effective that during 1881 aiid 1882, through internal compete.
tion alone, the cost of one particular dye was reduced 38 per cent. The average
annual price of the imported dyes decreased during the period of 1875 to 1882 from
$3.04 to $1.28 per pound.

During the heanngs conducted by the United States Tariff Commission in 1882.
information was offered in evidence showing that two concerns were at that time
manufacturing aniline oil in this country. These concerns were the Albany Aniline

Chemical Works, Albany, N. Y., and American Aniline Works, Parkersburg, W. Va.
The following statement, in a letter addressed to subcommittee on tariff. Senate

Finance Committee, dated December 3, 1888, was made by Frederick Koehler, who
was employed as chemist in the largest aniline-color factory in Germany from 1874
to 1883 and was subsequently employed for over five years in an aniline-color manu-
factory in this country:

"1, for my part, am firmly convinced that aniline colors can and will be made here
and, as a matter of fact, about 20 per cent of the home consumption are actually
made here.

"I am further convinced that had the duty not been lowered in 1883 not I pound of
aniline color would be imported to-day.

"It is true we did not succeed nearly as well as I expected, but that does not prove
the impossibility to succeed finally. In the light of my knowledge of the circum-
stances under which this industry exists here and abroad, I find the reasons for its
slowprogres here chiefly as follows:

"(I) In the very large difference in wages. An ordinary laborer in German aniline
factories receives at the utmost 58 cents for 11 hours1 work, while we must pay from
$1.25 to $1.75 for 10 hours.

"(2) In the large difference in the cost of raw material.
"(3) In the difficulty we have in selling our goods. There are now about 20 agents

of foreign manufacturers established in this country, who until recently have had
practically the whole market, and whom we must undersell materially in order to
procure any share of the market.

"In conclusion. I would reiterate my statement that it is my firm belief that coal-
tar colors can be made hero. and it rets wholly with your honorable body to make
the industry prosper or die out Iy tariff legWation."

Special attention is diro'ted to that portion of the statement which reads as follows:
"I am further convinced that had the duty' not been lowered in 1883, not one pound

of aniline colors would be im prted todav'
The Census of Domestic btanuhu ture ttr Ws.O gives very meager information

relative to detailed statistics of tlt.t dve. mianufactulred in this country. The
only specific data in that enwa o ,,al tar d~estuf! manufacture is a statement
that 80518 pounds of aniline ,. .l- %tIlu at 107,292 were manufactured in the
State o1 North Carolina and t,,o t4 14 i,,,uald. o anthracene valued at $99,242
were manufactured in the StAte' Ca '. \,rt o tamlina. and Pennsvl(-ania
and in the District of ',lumt,t ., ,, .ear In the statistics of chemical
manufactures there is data %aa,,er it a o '' I 1e-,.tuffs and Extracts," which
includes both coal-tar dyem anl naiutr . ,eivift-. ftjng forth the information that
there were 41 establishments nAtauila. tafir 0e~e 'onAodilies in the United State
during that year haing inv-eted ,-apital d"t $2,M.700, employing 992. people, and
having an annual product" of 3.91.7i1 p-umsi of finished merchandise, valued at
$59.53,038

YIt ls quite evident that a coal.tar dytetuff industry for that time was partially, at
least, developed during the exiltence of the act of 1870, which afforded protection
on coal-tar dyes of 35 per cent ad valorem and (0 cents per pound. If such protection
created, temporarily at least a dyestuff industry in this counto- prior to 1883, it is
logical to conclude that an equivalent protection would maintain and permanently
establish the dye&tuff industry which has been developed in this country during
the last six and a half years, since the outbreak of the European war.

BEST AVAILABLE COPY
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. The dyestuff industry produced in quantity during the year 1919 over 25 per cent
more dyos than were consumed during the fiscal year 913-14 and manufactured
approximately 90 pei cent of the various classes of dyes consumed in this country
during that fiscal year. An industry so effectively established, and in which the cost
of tho present plants has been amortized during the war, should be able to perma-
nently exist under a protection equivalent to that which established a coal-tar dye
industry in this country in the few years precedent to 1883.

TABLE 2.-Equitwlent ad valoren rates of duty (protection) on coal-for dyes I imported
during tariff ac of July 14, 1870.

Import Im ortYears. quantity., va ue
VIHOimort Irn rateuit W avl.6

value. r rate&.

Pounds. I i Per text.1875 .................................................... I9 Fop, I 57,i W I .0 St M 74
876 .................................................... 16.5,753 415,44 2.51 54.95

17 .................................................... 210 WO _8,031 2.32 56.53
1878 .................................................... 22z% 424 479,373 2.098 .,. 83
I'm9 .................................................... W 221 595,489 2.2 60.00
I0 .................................................... 163, S72 976,404 1.732 3. 87
1881 ............................................... 09 254 1, 20%553 1.49 6%40
i 18 ............................................... 1, 1w, E1 1,413,739 1.23 7J.99

' Except sUzarne, which was patented and was on free list.
' Import quantities and values transcribed from United States Commerce and Narigalion Reports.

The foregoing table shows total poundage, total value, unit value, and composite
ad valorem rate, of the annual importations of coal.tar dyes into the United States
during the years 1875 to 1882, inclusive which was the period during which the tariff
act of 1870 wasin force, andd urin whch a domestic dyestuff industry was developed.
It is observed that the avera avlorem rate expressed in percentage varied from
50.74 per cent in 1876, to 73.99 per cent in 1882. A compound rate of duty which
would be equivalent to an ad avlorem rate of 70 per cent, would represent the protect.
tion necessary for the permanence of the dyestuff industry in this country. This was
the protection afforded by the act of 1870, which created the dyestuff industry, and
which all the producers, in the hearing before the United States Tariff Commission
in 1882, asked to be retained as sufficient to permanently establish the industry in
this country.

PROPOSED RATES OP DUTY AMPLE TO PROTECT AMERICAN DYESTUFF INDUSTRY.

The proposed compound rates of duty, set forth in Table 3, are equivalent to ad
valorem rates of approximately 70 per cent.

TABLE 3.-Propoud rates of duty on mo-tar dyes.

Clasilleation. Ratsle of duty.

Composite ad valorem
rates.

Minimum. Maximum

Pu cent. Ps e.
Dyes valued at 25 cents or less per 30 per cent ad valorem and 10 cents 70 .........

pound. per pound.
Dye v atued atmore than 25 centspr 30 pr cent ad valorem and 20 cents 70 J.&9

pound and not more than 60 cents pW pound.
Per pound.

Dyes valued at more than 60 centsper 30 per ent ad valoem and 3D cents 70 Ke, 8
pound and not more than 75 cents per pound.
yes valuedat more than ?Scentsper 30 per cent ad valorem and 40 cents 70 82.6
pu and not more than St per per pound.

Dyesvaluedat morethan $ per pound. 30 per cent ad valorem and 50 cents ............ . 803
per pound.
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These compound rates of duty are approximately the same for all dyes regardless
-of price, thereby eliminating the objection oftentimes raised that one compound rate
of duty for all dyes affords a prohibitive protection for the cheap dyes and not sufficient
protection for the high-price d dyes.

Domestic dye manufacturers appeared before the Ways and Means Committee
during the hearings on the Hill bill in 1916 and stated that the rate of duty on dyes.
namely, 30 per cent ad valorem and 7 cents per pound, contained in that measure,
would enable them to produce in the United States from domestic materials (Chilean
nitrate excepted) all the dyes our domestic industries could use. This rate of 30 per
cent ad valorem and 7.1 cents per pound, based on 20 cents per pound, the average
price for all the dyes imported during the fiscal year 1913-14, is equivalent to a com-
posite rate of 67.5 per cent.

If a protection of approximately 70 per cent built up a domestic dyestuff Industry
in this country during the few years prior to 1883, an domestic manufacturers were
of the opinion in 1,16 that a protection of 67.5 per cent would permanently establish
a dyestuff industry in this country, it is quite evident that the above rates of duty,
or similar rates affording an equal protection, would permanently establish the now
existing American dyestuff industry. Such rates of duty would not embarrass the
consumers in the procurement of the dyes necessary for their needs as would have been
the case in the event of an enactment of a licenb;ng or embargo system.

THE DYesruns SrTuATIoN.

[From American Wool and Cotton Reporter, reb. 17, 1921.)

In discussing the present condition of the dyestuff industry in the United States
it is necessary to take a bird's-eye view, as it were, of what the requirements of the
industries using dyestuffs are. The conception on the part of the general public,
and among the Alembers of Congress who have been hearing about and consdering
this question for many months, seems to be that "shades" are produced by individual
specific colors, and the question is asked whether we can produce this or that shade.
Many of those who cleim to be experts in dyestuffs seem to have the same erroneous
impression.

HOW SHADES ARE PRODUCED.

Shades are produced by a combination of colors. Nearly every dyestuff produces
A specific color which, of course, is a shade in itself, but in very few instances, other
than black, is a "shade" as it reaches the public com sedo a single color. It is
toned with from one to a half dozen different dyes or colors to match a specific shade.
It is essential, therefore, that all the dyes entering the combination lo produce this
given shade should be of a similar nature, chemically and physically. Chemically,
they must dye the material, be it cotton wool, silk, leather, or other material, with
the same sort of mordant. In other words, they must either dye in an, acid bath or
in ani alkaline bath, or With a mordant of metallic salts applied to the material either
before or after applying the dyestuff, or, in a vat, by reduction and oxidation. Physi.
cally, all the colors used to produce the shade must be equally fast to various' require-
ments, such as washing in hot or cold water, to soap, to alkaline, or to sunlight and
preserve their characteristics under artificial light. If any one of these properties
Varies, the shade produced by the combination is changed.

The dyer is also always confronted with the problem of making all the colors used
in his combination stand the various processes through which the goods pass after
leaving him, such as fulling, stvin, finishing and the other processes through which
goods pass before they reach the clothing manufacturer. To the textile manufac.
turer this matter is of particular importance. For instance in the case of woolen goods
containing cotton or Silk thread, his dyer must dye his wool or his yarn with wool
colors that when woven into the piece will not bleed or stain the cotton or silk threads
which it contains. If, on the other hand, the mill ismaking goods to be dyed in the
piece containing such threads, he must have colors that in the dyeing will not stain
or cover the cotton or silk on the one hand or strip off the color that is already on them
on the other hand. The silk dyer must have the colors that will stand the process
the woolen mill wants to put the goods through. So must the cotton mill in delivering
warp or yarn for cross dye purposes.
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MAKE ABOUT 85 PER CENT OF COLORS.

All this indicates that there is more implied in dyeing or producing dyestuffs than
simply obtaininga "shade," which in the popular mind is al that is essential. It is
true, of course, that we are now manufacturing, and manufactuwingsuccessfully, in the
United States about 85 per cent of the colors necessary for the average class of work;
that is, we are manufacturing basic, substantive (one dip), and sulphur colors for the
cotton dyer, the acid and many of the chrome mordant colors for the woolen dyer.
The silk dyer has a very ample choice of acid colors and ordinary dyes to choose from
for his purposes, but when we get down to the special colors supposed to be fast in
light shades, we begin to find a lack of proper material for such dyeing. We are also
compelled to forego certain processes in manufacturing, such as dyeing in the piece
goods containing fancy threads, and every textile manufacturer knows the advantage
of this method on certain classes of goods. Color for fancy shitilngs supposed to stand
rough laundry usage can not be obtained except with dves which we are not producing
here and which, owing to the lack of anthracene and other intermediates at a reaon-
able figure, are not likely to be produced at reasonable prices for some time to come.

VARIOUS CLASSES OF DYE rFI.

Dyestuffs may be divided into various clames. Among the wool colors we have the
chrome mordant colors, the after-chrome mordant colors, the ordinary acid colors, the
special colors such as eo.ine, erythrosine, rhodamine, violamine, etc., and the vat and
alizarine or anthracene colors, which are the "fast colors." For cotton we have the
basic colors dyed on metallic mordants, the one-dip or substantive colors dyed in a
salt bath, the sulphur colors, and also the vat colors for special fastness. For lakes and
pigments used for inks, paints, etc., we have bromofluorescene colors, such as bromo
acid cosine, etc., the insoluble azo colors, alkali blues, and, of course, the intermedi-
atesbetanaphthol, paranitraniline. alphanaphthylamine, etc.- Of mostof thesegroups
we are making ample supplies not only to meet our own demands but to cover a large
export trade besides.

The number of dyestuffs available and used before the war was, of course, far greater
than those manufactured to-day, but this does not of necessity indicate a lack of re-
quired colors. On the contrary it indicates that there were many dyestuffs that

uplicated others in shade and etaracter although not necessarily of the same chemical
nature. At the present time one American maker claims to be making about 300
dyestuffs. Others claim about as many, but if the groups are gone over, we would
find in every one of the cases very serious deficiencies.

For wool dyeing the group of mordant colors is quite ample and most of the reqdire-
ments can be taken care of as regards shades dyed on after-chrome and mordant bot-
toms, but the fastness of the alizarine and anthracene colors is lacking.

In the a~id color group, used mostly on ladies dress goods and lighter woolens.
practically everything can be obtained in this market except the level dyeing blues
and some yellows. These.are lacking in quantity and quality and are most emential
forproducing practically every shade that is at all desirable.

For calico pintin; we still lack colors for special purposes, particularly those sjit-able for hydrosulphite discharges. Naturally the commercialdemand for this clas
of products is listed, and there is little inducement to take up their manufacture.

OUR POdriTON AS TO GROUPS.

Checking up the various groups, it is safe to say that in the cotton colors the "bulk
products" us6d in large quantites, such as direct one-dip black and sulphur black
we are-now making enough to take care of the entire world's consumption and can
probably compete with the rest of the world in price. The same holds good for most
of the sulphur colors. We are producing them on such a scale and in such quantities
that we need fear no competition from any source. In the colors of special fatness,
however, we have done practically nothing and of the later "one-dip" colors none
q the fNater ones have been duplicated on a commercial scale.

Of vat colors indigo is the most important and widely used and we are making
enough to supply all American demands and a great quantity has been exported
to China, lapan, and other countries having a large consumption, and apparently
in active competition with the French, English, and German plant, even though
the price here is about five times the prewar price when indigo came in free, whie
now It is dutiable at 30 per cent ad alorem. Indigo, however, is the only one of
the vat colors which has been turned out in any satisfactory quality or quantity.
Some of the vat blues, red, and violAta have appeared in the market from time to

IF I
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time and more are promised in the future, but in the meantime supplies are being
obtained from abroad.

With the colors for lake and pigment makers, the question of price seems to retard
consumption. This is the trade that feels the high cost of dyestuffs more than any
other, so far as its relation to the finished product is concerned. Therefore, although
there are many satisfactory dyes and interim diates available, so far as quality is
concerned, the prices are too high to warrant their use for lake-making purposes.

Outside of betanaphthol and paranitraniline about the only color used on any
larye scale are the azo colors. Alkali blue used to be an item of great interest to the
printing ink makers, and even at a price of from 05 to 80 cents a pound it was used in
enormous quantities, but with the present price ranging from $3 to $4 a pound, it is
out of the question. Even paranitraniline at $1 per pound, as compared to the pre-
war price of'16 cents, and betanaphthol at about 45 cents, compared to about 8 cents,
makes these intermediates pretty high for the ink and paint makers to use, although
they must have them for reds to stand the sunlight. Alizarine red, formerly used
quite largely, is entirely out of the question on account of price.

AS TO THE FUTURE.

In discussing, therefore, the condition and progress of the American dyestuff man-
ufacture, it is necessary to consider more than merely the number of dyestuffs pro-
duced and their value in dollars. The latter is especially deceptive, particularly in
comparison with prewar statistics, owing to the great difference in price.

The colors we are making here in most instances are, color for color, and product
for product, as good as any we ever imported. We are making the lines that have
the largest demand as to quantity, and I doubt if we will ever again import any of
the products that we are making in bulk.

As to the distinctive products for specific purposes, we have not progressed, and L
doubt if it will pay to waste much effort on them, beating in mind always that it is
the consumer who uses'the product who is most interested in obtaining it at a price
which he can afford to pay for it if he is to compete with others who are more.favor-
ably situated. besides. i'hxt the textile man wants is to obtain the necessary dye-
stuffs for his specific purpose at the time his orders come in. so that he can make up
his goods and deliver them in due season and not be compelled to wait for a supply.
Someone has to take the chance of ha%ing the goods on hand for him, and under a
license system. such as now prevails, or any other kind of a system which makes him
wait from four weeks to six months before he can get the -products he wants, wilt
never answer his purpose.

To this extent the textile manufacturer is handicapped by the efforts being made
by the dye manufacturers to protect themselves, and which would enable them to
aad only a very small proportion of the goods needed to those the' are now producing,
and the small manufacturer, producing only a limited line of colors from certain
intermediates, is likely to be throttled by the larger plants that make and often con-
trol the intermediates he needs or the crudes from which they are made. This is
the real danger of any system that bars the way to obtaining necessary products
quickly and at reasonable prices, if the ability to obtain them is tied up in red tape
and official or other interference with the regular channels of business. A duty based
on both ad valorem and specific rates to overcome currency depreciation would give
ample protection to the American industry, which is uow firmly established, and
enable the consumers to get what they neeA when they want it without interference
by any outsiders, and to determine for themselves the quality of goods they want
and such as will answer their purposes best according to their own individual
requirements.

PERTINENT FACTS RzLATING To DY z8UFs Lzoisrrtbon.

[By E.R. PickreUI, formerly chief chemist, Cutoms Service, New York, N. Y.]
Although the hearings before the Ways and Means Committee and Senate Finance

Committee on the Longwrorth dyestuffs'bill during the summer of 1919 and winter of
1919 and 1920 comprise 1,359 printed pages, ana notwithstanding that hundreds of
newpaper and periodical articles have been published within the last two years
relating to this proposed legislation, a person will search in vain for detailed statistics
as to the present, past, and contemplated protection for the various coal-tar products
provided for in the Longworth dyestuffs bill (without the licensing feature). The
average ad valorem rate of duty (protection) afforded by the present tariff otherwise
Imown as the Underwood-Simmons law, and by the act of 1909 (Payne.Aldrich law)
have been determined and on different occasions stated for public information. No
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one has ever advised the interested public as to what protection has been afforded in
the past and as to what protection is asked for on the various coal-tar products covered
by the Longworth bill. Notwithstanding the fact that the tariff law is one of the
principal sources of revenue for the Federal Govcrnmcht no data has been publicly
offered showing possible revenue to be derived from the Longworth bill (ithout the
licensing feature).

The object of these statistics is to show clearly and concisely for public information
the following:

1. The comparative rates of duty of each article or class of articles under the Long-
worth bill present laws (Underwood-Simmons law and Title V, Sept. 8, 1016), and
Payne-Aldnch law.

2. The average or composite ad valorem rates of duty (protection) on crudes, inter-
mediates, and dyes under these three measures, based'on 1914 import prices, on 1921
import prices (both normal and present exchange) and on 1921 American selling
prices.

3. The revenue to the Federal Government which would be obtained if each of
these measures were in effect and the coal-tar products identical in nature and quanti-
ties to those imported during fiscal year 1913-1914 were again imported and the follow-
ingprices were used: (a) 1914 import prices; (b) 1921 import prices, normal exchange;
(c) 1921 import prices, present exchange- and (d) 1921 American selling prices.

4. The quantities and classes of dyes which were imported during fiscal year 1913-14
and were not manufactured in the United States in 1919.5. Thu averageor composite ad valorem rates of duty (protection) if thee quantities
and classes of dyes were imported under these three measures and the revenues which
would be collected.

CLASSIFICATION AND RATES OF DUTY UNDER THREE MEASURES.

In order to compare the respective rates of duty on all coal-tar products crudess,
intermediates, dyes, medicinal, etc.) under the present laws (Underwood-Simmons
act and Title V, Sept. 8, 1916) and Payne-Aldrich law, Table 1 was prepared. In
determining the rates of duty under the present laws and Payne-Aldrichlaw, Treasury
Department and customs court decisions under these acts were followed. For
example, phenolphthalein, acetanilid, salol acetphenetidin antipyrine, and acetyl-
salicyic acid, although coal-tar medicinal, have been held by the Treasury Depart-
ment to be more specifically provided at 25 per cent ad valorem under paragraph 18
of the Underwood-Simmons law than as medicinals at 30 per cent ad valorem under
Group Ill, Title V, act of September 8, 1916, and accordingly were so classified. It
will be noted that this table is so constructed that the corresponding rates of duty
for each article as well as the paragraph or group in which classified under the three
separate measures are set forth on the same line, thereby facilitating comparison.

In practically all instances the same classificatioii and rates of duty prevail for the
various coal-tar products in the Ldngworth hiP as r ow exist in the present tariff law
(Title V, Sept. 8, 1916). In comparing the Yates of duties for the various coal-tar
products under the Longworth bill and the fa',ae-Aldrich law, no similarity exists
whatsoever. The crudes are either free or dutiable at 20_per cent ad valorem under
the Payne-Aldrich law while they are all free under the Longworth bill and present
law. Some of the intermediates ( rincipally the simpler or more crude intermediates)
are free under the Payne-Aldrich law, while others are dutiable at either 20 per cent
or 25 per cent ad valorem. The Longworth biU and present law provide for all inter-
mediates at 15 per cent ad valorem and 21 cents per pound. Thepresent law assesses
all coal-tar dyes color lakes, color acids, color bases, leuco acids and leuco bases
except indigo, alizarine and d es obtained from indigo, alizarine, anthracene, and
carb6zol, at 30 per cent ad vaiorem and 5 cents per pound. These excepted dyes
are provided for at 30 per cent ad valorem. Under the Payne-Aldrich law, certain
dyes are free, others dutiable at 30 per cent ad valorem, and still others at specific
rates of duty at so much a pound. Color lakes are dutiable at 30 per cent ad valorem
and all color acids, color bases, leuco acids, and leuco bases are dutiable at 20 per
cent ad. valorem. The only satisfactory explanation for the classification in. the
Payne-Aldrich law is that certain azo dyes were manufactured in this country prior
to 1909, the date of the passage of this act. These dyes were made dutiable at 30
per cent ad valorem, whe the imported intermediates from which they were manu-
factured were placed on the free list. This protected the manufacturer and at the
same time it enabled him to obtain free of duty the intermediates which were the raw
materials for the manufacture of these dyes. Under the Longworth bill all dyes,
color lakes, color acids, color bases, leuco acids and leuco bases are made dutiable
at 30 per cent ad valorem and 5 cents per pound.
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TABLE .- Comparison of rates of duties on articles provided for in prent tarif
laws (Underw6od.Simmon. law and act of Sept. 8, 1910), Longworth dyeats"
bill, and Payne-Aldrih law.

Articles.

Aoeuaphthene .............
Anthracene, less than 30 per

cent.
Bentol ..........................
Carbezol, less than 65 per cent...

CumoL ...... .
Cyrnetie :...................
C resoo ..........................
Fluorene .......................
Methylnthrene ..............Metacresol, less then go per

cent.
.Methylnaphthalene .............
Naphthalene, less than 70' c...
Orthocreso less than 90 percent
Paracresol, less than 90 per cent.
Pyridin .........................
Qu lin ........................Toluol ..........................
Xylol ........................
Creosote o ...................
Anthracene oil.. ........
Pitch of coal tar ..........
Pitch of blast-furnace tar .......
Pitch of oU-gas tar ............
Pitch of water-gas tar .........
Crude coal tar ................
Cride blast-furnace tar .......
Crude oil-gs tar ..............
Crude water-gas tar ...........
Other coal-tar distilates, less

than 5 per cent phenol.
All mixtures of coal-tar distil.

latest and pitches.
All other products found natu-

rally i coat tar and not.specially provided (or..
MA M& d not suitable for

medicnaluse.
Alphanaphthol .......
Amidobento id ............
Amndonaphthol..........
Amidophenetol ..........
Amidopheno ............. ..
Armid oalikylle acid........
AmIldonthr.qu.none ...........
Anitin oil .................,.qa ......... : .... .:..'
Anthraqunone..............Arsanilic acid...:.. ..
Bentaldehyde not sulable roe

medicinal use.
Benzalehloride ..................
Benzanthrone ...........
Benidin ..................
Beazidn sulphate ..............
Benzoic add not suitable for

medicinal use.
Bensoquinone.. .........
Benzoylchloride...............
Benzylehloride .................
Betanaphthol not suitable for

medical use.
Brombensol ...... ......
Chlorbenzol ............
Chlorophthallc acid ..............
Cinnamlc acid ..................
Cumldin ........................
Debydrothlotoluldln ............
Dlaminostilbene ................ I
Dianisidin ......................IDkhlorphthalic sadd ............ |
Dlmethylanin .................Dimethiiamldophenol ..........
D ImethlPbenjibentylammo.niumnyaroxf e.

Present laws-Sept. 8,
1916.

Free, Group I .........
Free, Group 1, less

than 25 percent.
Free, Group I .........
Free, Group 1, less
F than23perent.
Free Group I .......
..... do ......... .
.... do ........

......do .........
.....do...............

.....do ...............

.. do...........

-do........do ................
..... do ................
.do............
-::::do... ........ ..
......do ..........
..... do ............
.....do.............
.....o..... .....
-do..........

.....do ..........

..... do ................
....do........,....
.....do. .........
.do .... .....
.... ....o..... ......,...do .. ,............

..... do .,. ..... .... ...

Longworth bill. Payne-Aldrich tariff
law.

Free, Group I ........ 20 peo tpr ,g0pe ent, par. 13...... do ...............

.... do ........... Free, par. M.
..... do ........... A per cent, par.15.

...do................
.....do................
.....do................
......do...............
.....do...............

.....do...............

..... do ........ ..

....do....... ...

......do................

.....do ..........

.....do................
.do................
.::::do..............
.o ................
-do..............
.....:do ..............

.....do................

.....do................

.....do...........
-.....do,..........

.....do................. do............
-..do............

Do.
Free, par. S38.
20 per cent, par. 15.

Do.
Do.

Do.

Freepar. M.

Do.
Do.

Do.
Do.
Do.

20 per ort, par. 15.

.do ................... do ................ I F cenx par. .
.... do ..................... do ................ 2OTV pa. o 1--

15 per cent and 21
cents, Group II.

......do...............
.....do................

.do................

.:::.do................
..... do................
..... do................
..... do ................
.....do...............
.....do..........
..... do ...............
.....do ..........
..... do................

.....do.................

.....do..............

......do ..... ,.......

.....do.................

.....do.................

15 per ceart and 2j
cents, (loup II.

.....do................

.....do................

.....do................

.....do................

.....do................

..... do ................

..... do...... ....

..... do................

..... .do ...............

..... do................

....-do.. ..............

.....do...............

..... do .................

.....do.................

... ,..do .............

..... do ...............

.....do ...............

Free, par. M
25 per centI par. 1.
20 ptr cent, par. 15.

Do.
Do.

Free, par. 6.
20 per cent r.,tS.

ree, par. ."
Free, par. 491."r" "20per cent, par. 13.2'pe et a.]
F par.

20 per cent, par. 15.
Do.

Free, par. MIR
20 per cent '. 1.
Free, par. 49.

..... do ........ .1 ......do.......... 20D percent, par. IS.

.....do ........ .... .....do ........... D .
do ..... ......... ... do ................ Free, par. SM .

.... do .............do .............Do.

. do ...................... do ........

.do ...................... do ...... ....
..... do ...................... do ................
.....do ...................... do ................
..... do ...................... do ..............
.....do ............. do........
..... do .............do.........
.....do ...................... do .................
..... do ...................... do ............
..... do ...................... do ............
..... do ............. do..........
.....do ................. do ..........

20 PeDcent, par. 15.
25 per cent, par. I.

Do.
Free, par. 53.
20D. cnt, par. 13.

Free, par. .
23percot per. 1.
Free, par. ,.
20 Yeent, par. 

15.

I
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TAULE 1.-Comparieon of rates of duties on article provided for in present tariff
laws (Undetwood-Simmons lath and aet of Sept. 8, 1916), Longworth dyatuf
bill, and Payne-Aldrich law-Continued.

Articles. Present laws-Sept. 8, Longworth bill. I Payne-Aldrich tariffArtiles law.

Dimethylphenylenelamlhe.... 15 pr cent and 21 15 per cent and 2t 20per cent, par. 15.
cent, Group Ii. I cents, Group 11.

Dlnitrobentol ............... do ............. d o ..... ........... Freepar. 53.
Dlnltrochlorbenzol ............ ..... do ............. o... ..... do . ......... Y
Dinttronaphtbalene ........... do ...................... do ................. 20 per cent, par. 15.
Dinitrophenol ................. ..... do do............. D . . .o.
Dlnltrotoluol ............... do................. ..... do ................. Free, par. 536.
DIoxynaphthalene ........... do............. do........... 20 per cent par. 15.
Diphenylarnin .............. do............. do.......... . Fee, par. W '
Ethylbinzvl anltin ........... do..............do ........... 2upercent,par.15.
Hydroxyphenylarinlc acid ......... do ...................... do ........... 25 percent par. l.
Metanlc acid ....................... ..... do........... Free, par. £36.
Methylyanthraqulnone ......... do ........ ......do.......... 2) per cent par. IS.
Naphihylamn ne ............... ..... do ........... ..... ........ Free, par. tie.
Naphthylenediamin ................. do ....... . ......do.......... 20 per cent, par. 15.
Orthonitranilln .............. do ...................... do ................ DO.
Paranitranlin .............. do........ ..... do........... Free, par. S6.
Metantranilin .............. do........ ..... do ........... 20 per cent, par. 15.
Nitroanthraquinone ........... do.............. ............. Do.
Nitrobenzaldebyde........... do.............. do............. Do.
Nitrobenzol ................... .. do ... do...........Free, par. 5S36.
Nitronaphthalene ............ do do........... 20 per cent, p. 15.
Nitrophenol ...... .......... do ......... do............. Do.
Nitrophenylenedlamin ......... do do............. Do.
Nitrosokdmethylanilin ......... do ................. ..... do ................ Do.
Nitrotoluol ..................... ..... do do ................ Free, par. 36.
Nitrotoluylenedsmlu ........... ..... do do........... 20 per cent, par. 15.
Phenol ................... do................. ..... do ................. Do.
Phenylenediamln ............... ... o................. ..... do ................. Free, par. 536.
Pheny hydrazine .. . .................... do d............ 20-percent, par. 15.
Phenynaphan;. . *do ............. do ............. Do.
Pbenylglycco... .... do.............Do.
Phen y..do....... ...... do...............25 per cent, par. 1.

Phthe acid ........... ..... do ................ i5 per cent and 23 Free,par.42.
cents, T. D. 35914.

Phthalic anhydride ..................do do ............. Do.
Phthalimd ........ do ............ : .... ..... do ........... 20 per cent. Ar. IS.
Resorcin not suitable (for medic-. do............. .... do ................. Free, per. 5W6.

Ina) use.
Salieylc acid not suitable for ..... do............... ..... do ........... 5 cents per pound,.

medicinal use. perr. 1.
oreyI.add Salts not suitable ..... do ..................... do ................ 2 5per cent, per. 15.

Suphan We add ............... do ................ ......... 25percent,par. .
Tzuocarbanlld .. ..... do ... 2 per cent, par. 15.
Tetrahorphthalc acid..... .... do .d....... .''."25 per cent, par. 1.
TetrametbyldLaminobentopbe- ..... do ... do 20 per cent, par. 15.

nokne 1
Tetramethyldiamlnodlphenyl . .... do ..................... do.......... Do.

methane.
Toluol suiphochlorlde .......... .... do ..................... do ........ Do.
Toluol sulphamld .............. ... do ............. do Do.
Tribromphenol .............. do .. ..... do .. Do.
Toluldin .......................... do o..... .do . ... .. Free par. 6N.
ToUdin ................... :::do .. .. .. do ................
Toluylenedlmnln ............... ..... do ......... do ..... do ........... 20 per ent, 15.
x din ..... . ... . do........... ..... do ............... ree, par. .
Stopbl drsulphaddsIt ..... do ................ do 2per cent, par. 15.

mn.ne su p o selds and their
sodum or potassium salts,
nephthol supho-scids andth#Jr sodiumn or potassium
salts and amldonaphtholsul- ]
pbo-.lds and their sodium or
potassium salts and diamino- I
stlbendlsulpbo acid.)

Naplhthylarnn suphoids and ..... do ................ ... do ................ Free, par. W.
ther sodium or potalsusltu

Ainddonaphlisulpboec*'e and..do ................. do ............. Do.
salts. I

Dlarldosttlbendisulpoac d .... ..... do ..................... do ................ Do.
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TABLE L.-Compriwn of rate of dutes on articles provided for in preent tariff
lfa' (Undowood-Simmon8 law and act of Sept. 8, 1916), Longl~ooth dyeituff
bill, and Payne-Aldrh law-Continued.

SPresent, lws-Sept. 8,
Articles. 1916, Oct. 3,19 3.

AU other poducts employed In 15per, cent and 21
manufacturer products In Group I.
Group II or III and obtained
from any foregoing productss
or from products in Group 1.

Antbraene 30 per cent or more. I per cent and

percent or more.
Carbszol 65 per cent or more ....... do ..............

Metacresol 90 per cent or more.. 15 per cent and 21
cents, Group I.

Naphthalene -" C. or above ... d..... do ................
Orthocresol 90 per cent or more ...... do ..........
Paracresol 90 peW cent or more ...... do ................
AU coal-tar distillates contain.. .... do ................

Ing 5 per cent or more phenol.
All mlxtitres offoregong except ..... do ................

sheep dip and medimal

Al crodyesor stains whether 30 per centand cents,
soluble or not in water (ex. Group Ill.
cegt indigo extracts or pastes,
Indigo carmined, synthatic
Indigo, synthetic alixarine
a dyes derived from syn-

thetlc aiozauine or anthr ene
or carbsol().

Synthetic indigo (sold) ............. do ................
synthetic indigo extracts or ... do ..........

Paste.
synthetic inigo carmined....... o..........
Other dyes obtaWned from In. ... do..........
•dlgo add _ didgds.
Syte =zne and d ..... do ..........

derived from synthetic aes.
rino or antbracene.

Des obtained from carbetol . .... do ................
o cids ..................... 15 per cent and 2j

cents, Group I.
Color beses ................ do ................
Color lakes ..................... 30 percent and cents,Group]llI.
Leuco4cids and leucobeses, 15 per cent and 21

whethe; colorless or not. cents, Group 11.
Indoxyl and indoxyl com . .... do ................

ods.
In !der'......... .... 15 per cent, par. 37....
Pholgraphhlc chemic.. 3 30 per c ant and S cents,Group Ill. I
Flavors ................ 30 per cent, Group III
Acetanilid suitable for medl percent, par. it....

cinal use.
Acetphenetldln ....... ...... do. .........
Acetylsaiylic acid ... I ........ do ................
Antipyrine ......... . o ................
Benzaldehydesailtaibl, for me. 30 percent, Group III.

dicinaluse.
Benzoto a id suitable for me- ..... do ................

d clnal use.
Betanaphthol suitable for me .. do .................

dimnal use.
Phenolphthalelii stable for 25per cent, par. 1....

medidclnal use.
Resorcin stutable for medicinal 30 per cent, Group Il.

use.
SaUrylio acid suitable for me .. do .................

dkinal use.
SalcyIlc a.d salts suitable for ..... do .................

medicinal tse.
Sald ............................ 25p r cent, par. 18 ....
Other medidinals. .. ....... 30 per cent.Group Ill.
Sdum benozate ........ .. cents per pound,Ipar. 67.

chacln ....................... cents per pound,
par. 179.

Longworth bill.

15 per cent and 21
cents, Group 11.

..... do .....o..........

Payne-Aldrich tariff
law.

20 per cent, par. 15.

Do.

15 per cent and 24 Do.
cents, Group II; 25
per cent or more.

15 per cent and 21 Free, par.536.
ents, Group It.

.... do ..... ... Do.
d....do°. ... Do.

..... do .............. Do.

..... do ................ Free, pars. 538, 482.

..... do ................ 20 per cent, par. 15.

30ercnt andS cents, 30 per cent, par. 15.
uroup Jul.

.....do................
...do ................

....do............

.....do..............

..... do ........... ..

....do........... ...

.....do....... .......

....do ............

....do°....... ...
..... do ................

..... do ................

Free par. 592.
I of i cent per pound,

par. 23.
10 cents per pound,

par. 25.
30 per cent, par. 15.
Free, par. 437.

30 per cent, par. I.
20per cent, par. 15.

Do.
30 per cent, par. 56.
20 per cent, par. 15.

Do.
..... do ................ 25 per cent, par. 26:
..... do ................ 25 per cent, par. 3.

Not provided for...... 25 per cent, pars. 3,65
30 percent and 5 cents, 2 percent, par.65.

Group III.
..... do ................ Do.
..... do ...... ..... 2 per cent, par. 1.
..... do .............. ope. cent , pr. 6.
......do.............. Do.

.. do ............... Free, par. 482.

.... do ................. 25 per cent, par. 65.

.... do ................. Do.

..... do .................I Do.

..... do ............... 6 cents per pound,
par. I.

..... do ................. 23 per cent, par. 6&.

..... do ................. Do.

..... do ................. Do.

..... do ................. 20 percent, par. 11.

..... do ................. 65 cents per pound,
par. 21M



DYES EMBARGO. 595
TABLE l.-Compari~on of rates of duties on articles provided for in present 1ri

laws (Underwood.Simmons low and Oct of Sept. 8, 1916), Longuorth dyestuff
bill, and Payne.Akrieh law--Continued.

Articles. Present laws-Sept, 81 Longworth bill. Payne-Aldrkh tariff
1918: 0et. 3,1913. f law.

Synthetic phenolic resins ....... percent andScents, 30percent endS cents, 20per cent, par. 15.
Uroup IlL. Group II.

Syntbetlktanningmatedals.... 15 per cent mnd 21 ..... do ................. Do.
cents, Group II.

Picture acid ............. Free par. 501 .............. do ................. I Free par. 452.
Ntropio add d..... . o. . o. . .............. ...
Trnirotouol...... ..... ................ :.do ......... I Value 20 cents or ls

per pound, 2 cents

above 2 cents per
Snpound. 4 centt per

Ofber explosive except smoke-
Iess powders.

Naturalahtzarine.........
,Natural indue o (solid)..
Natural Ind igo extracts or

pastes.Natural indigo, carmined ...

..... do.................

30 per cent, Group Ill.
..... . O...o............

....... ...............

..... do ..... .... ......

Dyes obtained from natural ..... do .................
alizarine.

Dyes obtained from" natural in . .... do........ ........
digo (except Indigo carmined).

Al stains coor acids, oor ..... do ................
bases, ofor ikes, leueo-saids,
leue3-bases, Indoxyl and in.
doxyl compounds obtained
from natural Ind3go or aurar-
Ine.

Adonie ........................ 15pe ent, par.
Arabinose ........................ do. . .
Duleitol .......................... do .... ......
Galactose ................. do.........
Inosite ............................... do. ...... ...
Inulin ............... ... do.............
Levuloe ....................... ..... do ..........
Mannitol .................. do ................
Ma,,nose .......... ........ ..........
Welizitose ......... ........ do..........
Rafftnose ..... ..... ....... do..........
Rhamnose .......................... do ....... * ........
Sorbitol ............. ......... I ..... do ................
Xylose ......................... do..........
Other higher saccharldes re- ... 0do.............

qulred for silent [fie pur . "
A mlx ture3 Including solutions ..... do ................

of foregoing.

..... do ................. oiue id cents or IM
per oun.2n

I above 2) cents per
pound, 4 cents per
poundpar. 435.

..... do ........ ... Fre, par. 487.

..... do . .. .r pr. 592.

... do. .......... ol nt per potud,
pa.2-3.

..... do .................. 10 cents per pound,
par. 25.

.... do ................. Free, par. 487.

.... do ................. 25 percent, par. 3.
.... do ................. t Do.

..... do..............

...do...........

..... do................

. do..do...........

. do...............

..... do .... .....

..... do ..........

.....do .... .....

.. do ..........
do ................

:::::do ................
1..do ............
...do ............

do ..............
.... do..........

..................do,............

Do.
Do.
Do.
Do.
Do.
Do.
D.
Do.'
Do.
Do.
Do.
Do.
Do.
Do.
Do.

Too broad term to at-
tempt to classify. •

PROTECTION A]FMRDPb BY TREB MEASURES.

Although Table 1 shows the comIarative rates of duty on coal-tar products under
the three measures, further analysis is necessary to show the protection afforded and
revenue obtained if each of the three measures were in effect.

Table 2 shows the average or composite ad valo-.,ri rates of duty (protection
expressed in liercentage) on coal-tar crudes, intermediates, and dyes if each of the
three measures were effective, In the preparation of Ihis table,.it was regarded as
practicable to use the quantities of c6al-tar crudes, intermediates, and dyes imported
during the fiscal year 1913-14 (Iast prewar year) since they are representative of
normal consumption. The quantities and values of coal-tar products imported during
1913-14 were obtained from Norton's Dyestuff Census, Department of Commerce,
Special Agents Series No. 121. They cover the following:

.Ten principal crudes representing 100 per cent by quantity of total importation of
crudes during fiscal year 1913-14.

Twenty-two principal intermediates representing 92 per cent by quantity of total
importation of intermediates during fisc year 1913-14.

Fifty principal dyes representing 61 per cent by quantity of total importation of
dyes uring fiscal year 1913-14.

8152-22-D -- 17

" M I IM
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Inasmuch as the current import prices of coal-tar products. are considerably higher
than 1913-'4 import prices, this table shows the average ad valorem rates of duty on
these commodities based on both 1914 and 1921 import pices, normal rate of exchange.

Since the mark. the standard currency of Germany, the countryfrom which a large
portion of the coal-tar products would be imported, hao depreciated from 23.8 to 1.62
cents, the average rates of duty under these three measures of these commodities
predicated on 1921 import prices, using present rate of exchange, are shown in this
table.

As a means of compensating for the depreciated rate of exchange between this
country and European nations, there Is considerable sentiment in Congress and among
industrial concerns of the country for the enactment of legislation whereby ad valorem
rates of duty will be appraised on American selling prices. This table shows the
average or composite ad valorem rates of duty of coal-tar products under these three
measures, based on import quantities of fiscal year 1913-14 and on 1921 American
selling prices. The average New York wholesale market prices as listed on the day
these statistics were compiled, in the several chemical and dyestuff daily pubfica-
tions, were used as the American selling prices.

Indigo, sulphur black, and direct deep black EW comprise 33J per cent of the total
importations of dyes during 1913-14. These three dyes are now being produced in
this country in quantities in excess of domestic consumption (for they comprise a
very considerable portion of the dyes now being exported). These dyes ar among
the cheapest on the market and because of their cheapness, demand and the present
large facilities for their manufacture in the United States, they will undcubtedlv
never agan be lrported. In view of these facts, statistics are embodied ii. Table 2
setting forth the average ad valorem rates'of duty or .protection under the three
measures of 47 prLicipal dyes (excluding these three dyes) imported during 1913-14.

The 10 prlnclpai crudes, which comprise 100 per cent by quantity of the total
crudes imported during fiscal year 1913-14, are free under all three mniadura; Juts-
much a practically all the intermediates imported dwing the fiscal year 1913-14
were for the manufacture of certain azo dyes, they were consequently free of duty
under the Payne-Aldrich law. The protecon afforded by that act on the 22 inter-
mediates imported was practically nil. Since all intermediates are provided for
under the present law and the Longworth bill at a compound rate, 15 per cent ad
valorem and 21 cents per pound, the average or composite rate of duty will depend
upon the portion of the total duty represented by the duty derived from specific
rates. It is noted that the 22 intermediates based on 1921 impo-.t prices, present
exchange, would have protection of 158 per cent, while the same intermediates based
on 1921 American selling prices, would have a protection of 22 percent. The amount
of duty collected f( om the specific rates would be the same In both instances, but
would represent a larger portion of the total duty collected under the 1921 impoit
prices than under the 1921 American selling pnces, consequently the average ad
valorem rate of duty based on 1921 Import priced would be higher than the average
rate based on 1921 American sli prices. Inasmfch as all dyes are provided for
under the Longworth bill at 30 per cent ad valorem and 5 cents per pound, and certain
classes of dyes are provided for under present law at the same poundud rateof duty,
the average or composite rate of duty on the dyes under these two measures will also
depend upon what portion of the total duty is represented by the duty obtained from
the specific rates. You will also observe that the average rate of the 5b principal dyes
based on 1921 import prices present exchange, is87 percent, while the average rate for
the same dyes baWsed on 1921 American sellingprices is only 33 per cent. In additionto showing the average or composite rates of duty on crudes, intermediates, and dyes
under the three different measures, the table also sets forth the values of the 10 prin-
cipal crude@, 22 principal intertrediates, 50 principal d'es, and 47 principal dyes
imported during the fiscal year 1913-14, and -based on 1914 and 1921 import prices
and on 1921 Anlerican selling prices. These valmlei "ate subdivided, showing the
portions of each represented by ibe different claificatlons under the three different
measures. For example, of th' 9,387,978 .p6tidy intermediates 'mported during
fisa year 1913-14 andthe value based on that year'simport prices would be $811 444.
Of the 9,387,978 pounds 9,258,496 pounds valued :at $748,915, would have teen
classified free of duty under the Pavne-Aldrich law: Of the 9,387,978 pounds 199,951

funds, valued at $50,72?, would have been claeied under the same measure at
per cent ad valorem. In addition to this data, the table sets forth the unit prices

of the respective quantities of the crude, intermediates, and dyes clsdfed under the
three different measures, i. e., the 9,258,496 pounds, cleadfled under the Payne-
Aldrich law as free of duty would have a untprice of 8.3 cents per pound, and 199,581
pounds clasIed under the same act at 20 per cent ad valorem, would have a unit
price o128 cents per pound.
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TABLE 2.-Average ad valorem rates of duty on coal.tar products.

TEX PRINCIPAL CRUDES.

(Reprex.rnling 100 per cent by quantity of total Importations of crudes during fiscal year 1913-14. 1914
unit price, 6.3 cents; Import quantity, 72,310,342 pounds.)

(For footnotes in Table 2 see end of table on page 6.1

Based on- Present I Longorth Payne-
laws. Aldrh law.

Import prices of 1914 .........................................
Import prices of 1921:1

Normalexehange. . .......................................Present exchangeA meriean selling prices of 19218'......... ............ '

Free. Free.

Free. Free.
Free. Free.
Free. Free.

TWENTY-TWO PRINCIPAL INTERMEDIATES.

|Reprewning 92 per cent by quantity of total Importations of Interjmediates during fiscal year 1913-14.1

Import prl' .aofl11 ......................................... Per ceni;. Pey r ent P "1 7rti,.
Impofprices oflO1921 I 3M'

Normnalexchange..................................V 3 .Pf t etxtbange ....................................... 18 1 158 1.7Amerkcn selUng Ike of 1921' .............................. 17 22 22 .

PA.sz.r LAWS AND LoNowotB Bvu.

PrI Rate oI Unit I Imt

exchange. I aifft. price. quanity.

| *. PoN*&.
1914 import ....... 15 percent and 21 cents M8.6 39,3M,98 $811,444
1921 import .............. ..... do :::::!.. .. do ................. 2.8 9, 387,978 2,418030

Do .............. Present ......... do ................. ! 9,387,978 164, 4z1921 American ........... I ....... '... do ................ ... 3.!9,8,8 3,3&%,242
lO ~ ~ ~ ............. d... ...... 3&1 9,387,978 38,4

LovowoaTH Bu .

19t4lmport .............. Normal ....... 30percentand5enats. 14.6 27 822 83 1 84,071,083
1921 mport ........................ o. ...................... I 7&.4 2; 2I.,420

Do .................. Present ....... t do ...................... &2 428,303,2I5 1,370,384I2Atnerian do 1070~I8352S 3,1,12 Am rc n........... ................. I ..... do ...................... 170t U 25 2 23t8

PATI E-ALoRICU LAW.

1914 Import ........... Normal.. 0 percent ................ 14.517,2D0,901 V,474, 707
Do ................. do..:.: Fr .................... o to 61809" 1 1,60378.

1921 Import ............ ..... do. 30per cent ........... 74.3 ... 01.412 11,89,891
Do ................... Free ....................... 7 9.7 10, 38%M 8,27,'&
Do ............ .. Present ....... 30 percent ................... & $a012,412 80g
Do .................. do Free ........................ 4 41O,382,7 8%738.

1921 Ameican ....... . . percent................103.0 J 012,4121 18, 6 7
Do ................. ........................ 1120 l10382,795 11,685,741

For footnotes ee page 9.

Free.

Free,
Free-
Free,
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TABLE 2.-MAerage ad valorem rate of duiy on coal-ar producft-Continued.

FORTY-SEVEN PRINCIPAL DYES.
[Representing 29 per cent by quantity of total importation of dyes during fiscal year 1913-14.1

Present Longworth IBased on- I . bill, lawlaws.Adrh
" law.

Per cznt. Per cent. Per cent.

Imp rtp es of 191 .......................................... 62 583 23
Imp r prices o!1921: I

Normal ex nge........................................ 33 34. 21Present exchan a I ....................................... 77 85 21
American stlng prfc of 1921 a ............................. 7 32 85 21

PAYNE-ALDIUCH LAW.

Rate ofex- Tariff rate. Unit Import Value.Prim. change. price. quantity. V

Cenet. Pound*.
1914 Import.......... Normal...Free..................... &5 9125S4496, $7A691,

Do .......... ..... do. 20 percent ........ 2. 0 199951 §0,722
1921 .port ....... o ......... Free ................ 2,9 9,258,496 2,210,961

Do ....... ......... do..... 20 per cent ............. 10.%6 199,951' 207,069
Do .............. Present ....... Free ........................ 1.6 9,2, 496 I0,345
Do ....................... do. 20percent .............. 7.0 199,91 14,061

1921 American .................. Free ....... .......... 33.5 9,25,496 3,095 368
Do ............. 20percent ............. 14&0 199,951' 289,897

FIFTY PRINCIPAL DYES.
{ Representing 61 per cent by quantity of total Itporlation of dyes during fiscal year 1913-14.)

Based on- Present Lonbgworth Payno-Ald.
_laws. • rich law.

Per cent. Percent. Per cent.
Inportpricesof 6t4 ......................................... 61 64 18
Import prices of 1921: c

Normalexchange....................................... 34 is 18
Present exchange .................................... 87 119 18

American selling prices of 1921 ................ o.......... 33 3 18

PF sEN LAwS.

Prices. Rate of ex- Tai irtntunit Im tP ri e s .c h a n g e . T a riff ra te . Ui t ' r. t .

chng.price. quant ty.a Value.

Cenk. I Povnd.
1914import ........... Normal ....... 30 per cent and 5 cents ...... 1 16,9 ,376 j2, 439,760

Do .......... .pdo. 30percent ..................14-9 10,914,509 1,631,325
i92lImport ......... : o ........ 3percentandlcents ...... 74415%715,897 11,688,358

Do ................. .....do .30percent ............. 70.511%6,318 8,486,062
Do .................. Present ....... 30 percent and 5 cents ...... &6 15,715897 794,672
Do ....................... do. 30percent ..................8S'10669,318 677,052

1921 American ..................... 30 per cent and 5 cents ...... 14.0 'U,71, 897 16,30-901
Do .................. 30 percent .................. 111.0 610,679 318 11, 80,487

PaxaZire LAw.

,194import ..........I Normal ....... 30 percentand5cents ...... 16.9 10,081,602! $1,705,296
Do .................. I..... do ........ per cent ............. 24 2,07, 4062

192!iImport ............ do ......... 10 per cent and 5 cents 108......... 0 68823, 96 42,0
Do .................. |...*do ......... 3 percent ............. 1950 *2,171,959 4,232,&383
Do.............. Prent. .30perent end5cents...... . 4 8,9, 655 661
Do .................. ..... do. . S aper ent . .............I 1. 2,1,9601 WW2

1921American...:... ::::: 30pe .centand6cents...... I W ,1231 13,498,911
Do......... ... ....... 30percent. . .... 273.0 '2 17,99 6,95,336

For footnotes see Pogo 69.
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TABLE 2.-Arerage ad vaolorem rates of duty on coo I-tar products--Continued.
FIFTY PRINCIPAL DYES--ContLnued.

LONOWORTSBILL.

Prim. Rate of ex. Tarff Me. [ Unit Import Value.change. price. quantity.

1914 Import ......... Normal ....... per cent and 5 cents ...... 1&0 12,488,752 $2,245,6481921 Import .............. do . per cent and 5 cents. 12L. 11061,00 13, 85,462Do ............. Present. 30percent and5cents ...... K a 11,061,082 942,10

1921 American.................. 3 per cent and 5 cents .... 1. '110681,092 19,3 9,247

PATNE-ALD1103 LAw.

1914 Import .............. Normal ....... =percent........... . 8 I 10,127 $1,740,043
Do ........... .... do ........ Fr ............... 24.0 , 2111,025 5,60

1921 Import .............. ..... do ...... 3 per cent .................. 107.0 *9,185'M 9,8M,812
Do ............ r .. do . Fr................ 2150 1,8 7 ,434 4,021,W0
Do .................. Present ....... 30 percent.......7.3 I9,18,638 66,978
Do ........... d............. .6 1,875,434 273,48

1921 American .... ......... 30 percent. ............ 50.0 *9,t, 6 8 13,M7"657
Do .................. ................ I Frio .............. 3 ,.o ,, 34 6; 5"

I Thelmport prices for 1921 of dyes and Intermediates which are now being imported into the United
States were ascertained by dividing the donestio wholesale market prices for these commodities by 140
percent.

I Rate of exchange onthe day of compilation of these statistics was I mark equals M.2 cents. It ws
assumed that in the event of importation these products would principally come from Germany; conse-
quently this rate of exchane was employed in the oompilation oftbesestatstics.

I The aveoge Noew York wholesale market prices as listed In the several chemical and dyestuff daily
publications were used as the American selling prices. or.. D s. C ue t

'The Import quantity Is The um total of the pundage, as taen from Non Dyestuff Censu.,Depart-
mnt of Cammere Secial Agent Series No. 121, of the 22 Intermediates which were Imported Into the

United Stat. in the target quantities during fsal year 1913-14. The following is a list of these inter-
mediates and their respectivelmport quantities for that fiscal year.

Pounds. Pounds. Pounds.
Anilinesalts ........... 3, o3, 467 Dlnirotoluene ......... 647,701 I Toluldlue .............. 10%835
Aniline oil ........ 1,444,772 [ Paranltranlline ....... 50,931 I Alphanaphthylamle.. 112,225
NItrobenzene .......... 1,087,911 | Orthotoluldine ......... 309,95 Metatoluylenelamne. 133,355
Betanaphthol ...... 1, 03D,288 Benzoic acid ........... 2719 I R acid ................. 46,267
Phthalfe acid ....... 81 574 Hydroquinone ........ 8 , 06 DimethylanllLne ....... 44,642
Diphenylamine....... 5,5 H acid ................. 98,296 Alphanaphthol ........ 44,089
Benzldine..........5245 Orthotoluldlne ........ 42,482
Resorcin............ 61,624 DInltrobentene ....... 164,655

* The mport quantity Is the sum total of the pund~ge, as taken from Norton's Dyestuff Census, Depart-

ment of Commerce, Special Agent Series No. 121 of the 60 dyes which were Imported Into the United
States In the largest quantities during fiscal year 1913-14. The following is a list of these dyes and their
respectivelmport quantities for that ifscal year:

Pounds. Pounds. Pouuds.
Indigo ................ ,507,359 IColumbia black ........ 402,997 Ilydron blue ........ 29 85
Sulfur black ....... 5,432,300 Nlgroaine water sol.... 39,312 Alkaliblue ......... 2 2831
Direct deep black EW. 1,394,474 IBenzopurpurne4B .... 351,712 Diamond black ........ 2M,074
Oxamine black ........ 610,612 Alitartne blue .......... 318,94 Metanily liow ......... 284,0
Indanthrene blue Ot'D : Dfamlnogen ......... 31.,428 LItholr64 R ........ 281,963. . . 47 Lakered Cextra. 06 607 Paperyelow ........ 277,5te0................x47a .......

Damne black ......... 462,3% Alizarne ............... 202,392 Chrysophenine ......... 5,737
AuramIne .............. 449,276 Allarlne bla.k ........ 199,198 Acid violet ........ , 24
Tartraztne ... " ......... 25,781 Indanthrene blue BS.. 187,379 Naphthylaimlneblack 1 2,141
Altsarine black U ...... ,991 Doublebrilliantsarlt 210,429 Phosphine ............. 61,964
Methyl violet .......... 2&%,093 1Nigroslne spirit soiu. Direct black ........... 151,147
Naphthol yellow ...... 2..250,409 lion .................. so, o 14,694
Cotton black E 24R587 Methylblue........1.. ,78 Allxine yellow . 144871Malachite green. 831.8 Al.zaine green. 13... 728salictne black .......... 240:724 n .... I
Azorublne ............. 230,760 Acid blue B......... 18,423 Patent blue. ....... 144, 728
Alizarineblack P. 229,500 Columbia ellow ....... 17,%977 ErlochromeblackT.. : 129,55
Direct yellow........ 22864 Bsmanrck brown 2R.- 170,882
A galma black ....... 429,056 Palatine bla.:k ........ 299,274
" S The decreased Import quantity of dyes for 1921 was due to the fact that no 1921 Import prices were
available for the foWoWing dyes: Lake red C extra, diamond black, paper yellow, salicin black, Columbia
yellow and allurin green S.

IIncludes all the dyes enumerated under the 50prindI! dyes previously set forth In these statiesti
exept Indi~go, sulphur black and direct deep black W. h se this dyes were Imported Into the United
States in the largest quantites during the fiscal year 1913-14. Of the 43,W, pounds dyes Inported
during that fsal year, 15334,133 pounds represented Indigo, sulphur black, and direct dw black EW;
this Is approximately 33J per cent bf the total Importatlons. These three dyes are among the cheaper f
not the cheapest being dsed. Their import prices for 1914 and 1921 are as follows: Indigo (paste 20per
cent)-1914,12.8 cents per pound; ,21, 50centsper pound. Sulphurblask-1914, 0 cents per pound; K2
23 cents per pound. DLrectdeep black EW-1914,.13.8 cents perp. nd; 1921 61 centspertpound.

Inasmuch as these three staple dyes are now hemg produced n this cot.nfry In quantities in except of
domestic consumption (for they comprise very. considerable prt ion of the dyes now being exported)
It is logical to exctude them from the statistial data and the conclusions deduced from such data.



600 TARIFF HEARINGS.

REVENUES OBTAINED BY THREE MEASURES.

The tariff law is one of the two princi pal sources of revenue necessary for the main-
tenance of the Federal Government. r tariff law has two functions: First, to afford
protection for American industries, manufacturing and agricultural; and, second, to
-obtain revenue for defraying current Government expenditures. Having determined
the average rates of duty (that is, protection) under the three measures, it ig therefore
e.sential to know the revenues which would be derived on coal-tar products identical
in nature and quantities to those imported during fiscal year 1913-14 (last prewar
year). This information amplifi to show revenues from crudes, intermediates,
and dyes, each based on 1914 import prices, normal exchange on 1921 import prices,
both normal and present exchan e, and on 1921 Amer-an selling eIces, is set forth
in Table 3. There is also shown in this table the total quantities of intermediates and
dyeo imported during fiscal year 1913-14 and the total values of each, based on 1914
import prices, normal exchange, 1921 import prices, both normal and present exchange,
and 1921 American selling prices.
TABLE 3.-Total rerenuces hich would be obtained upon the impottations of coal-tar

products ident (el in nature andquantities to those imported during fiscal year 1913-14.
CRUDES: None.

INTERMEDIATES.

jReprc entlig 10,l&i,'0i pfv:,di, total IiportatIons of intermediates for fiscal year 1913-1 l

B Present Longworth Payne-Ald-BPred on laws. j rich low.

Imot prices of 1914 ........................... 8476,421 $176,421 $14,8M
Impor prIces o 1921: 1 653,70. 6M,700 49,0ia

Normal exchange .............................. . I
Praent exhn es ............................ 281,802 281,802 3,032

American selling pricesof 1921 ................. 807,397 80,397 624,898

• ,exchange. Value. , Prices. exchange.
Prices. Rate of vau. Pie.Rate of -V~alue.10 Imor 1 APrsnt....

lmimport...........I Normal ....... *1 775 1i 921import..: .......Preent 177,
port d..2'622,801 1921 American ........ ............. 3,669,9

DYES.

[Representing 43,840,866 pounds, total importations of dyes for fiscal year 1913-14.1

Present Longouth Payne-Al-Based on- laws. , l. rich law.

Import prices of 1914 ............................ , 63,873,253, 11,651,618
Normal exchange ......................................... 11,607,623 12,763, 18 6,304,035
Pie ent exchange I ....................................... 1 6, W.071 2,8tj,947 428,644

A ptu rlc es n pf of 1921:1 .............................. 16,1t86,4 10 17,167,404 8,M28951

Prcs Rate ofex- Vau. rm Rate of ex- alePric. h exchange a change. Value.

1914mport....... Normal ... $9,180,091 1921 f.port.......Pr Int ....... Z381, 8
191 import ........... .... do .... :: 33,02,421 192I Amer ..an . 49, 019,M

SUMMARY.

Based on- Present law.' Mn th Payne-Ald-Basd n--, ,.,.ir rich law.

importpriesof19 .......................................... W,1582571 6,351,679 $1,65 449
Import prices of 1921"

Norinalexchange ................................ I 12,663,3231 13,438,883 6,3,081
Present exchange 2 ...........

................... .. .. .  
2 11,749 431,696

Atnericanselling pricesof 1921' .............................. 16,993,807 1,974,801 9,453,8491

I The import prices for 1921 o1 dye and intermed *; which are now being Imported Into the United
States were ascertained by dividiig the domestic wholesale market prices For these commodities by 140
per cent.

' Rate of exchange on the day of compilation of these statistics was I mark equals 1.62 cents. It was
assumed that in the event of Importation these products would prnelipSIly come from erman!; conse-
quently this rate of exchange was employed In the comrplatloa of these statislics.

IThe average New York wholsale market process I1sted In the several chemcal sad dyestuff daily
publications were umsed as the American selling price.
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DYES NOT MANUFAG.TU1EED IN UNITED STATES AND ESSENTIAL TO TEXTILE INDUSTRY.

There are certain dyes essential to the textile industry of the country, which were
imported during fiscal year 1913-14 and are not manufactured in this country and
most probably will not be for a number of years. 1a order to determine the nature of
these dyes and the domestic consumption during a normal year Table 4 wasprepared.
In this table there is shown the production of coal.tar dyes by classes in ths country
during 1919. These are the most recent statistics on domestic production and were
obtained from "Census of Dyes and Coal Tar Chemicals, 1919," published by the
United States Tariff 1'omminion. This production is compared by classes in the table
Nith imTports of coal-tar dyes during 1913-14 and the excess quantities of imports over
production shown. It is noted that 11.6 per cent of th9 dyes imported in 1913-14 were
not manufactured in the United States in 1919 and that the domestic production in 1919
exceeds importation in 1913-14 (last normal fiscal year before the war) by 38 per cent.

There were 745 different dyes imported Into the United States during the fiscal
year 1913-14. Of these 745 dyes, 237 belong to the classes of dyes which were not
manufactured in this country in 1919 in quantities equal to the importations during
the fiscal year 1913-14. Of the 237 dyes only 48 were manufactured in the United
States during 1919. The remaining 189 dyes were brought into the United States
during 1913-14 in a total quantity of 5,341,608 pounds. The average annual importa.
tion during that year of these 189 dyes was 27,600 pounds. The average annual im-
portation of all the dyes imported during the fiscal year 1913-14 wu 01,500 pounds,
approximately two and one-fourth times larger than the average annual importation
ofthese 189 dyes. Although these dyes represented only 11.6 per cent of the total
quantity of dyes imported during the fiscal year, they constituted over 26 per cent in
number of the total dyes imported. These statistics corroborate the fact that tjhe dyes
now being manufactured in this country constitute the so-called bulk dyes, which are
cheaper in price, more largely used, and represent by far the largest portion of the
total value of dyes bought and sold. Also the dyes not manufactured In this country
to-day are dyeswhich are not used in large quantities, are used for special purposes,
lrgely for seasonable purposes, and are not in constant demand. Therefore it is
pro ably not commercially feasible to manufacture them unless the manufacturer
can compete in every market of the world selling these dyes. I egislation has closed
the English, French, and Italian markets to American dyes. The domestic demand
plus the oriental and South American demand for these dyes is unquestionably not
sufficient to insure the manufacture of these dyes in the United States for years to come.

TABLE 4.-The quantities and 1913-14 import prices of the rarious classes of coal.tar
dyes imported duringfiseal year 1913-14 and not manufactured in United States during
calendar year 1919.

Df.les Imported In
Production in United Imports during fiscal D 1 3- 14and not

Stat
e
so

f
dy

t
sdu

n g 
f year 1913-14.' manufactured In

1919. arUnited States dur.
Classes. Ing 1919.

Q&uaititieg. Values. ,

Nitroso ......................... I
Nitro ........... .Stilbene ........................:
Pyrazolone .......
,to ..............

Dlphezylenethare ..............
Trlpbnylenethane .........
Xanthone .......................
Acridine ........................
Thlobenhenyl ...................
Indophenol .....................
oxazIne and Thsi ne..........

m ........................

Anth quinone ..........
Indigo ..........................
Indigot ..e .........UneI-s.ifled ...............

Total .....................

Pounds.
316m

100 121
440,924

127,567
1,761,742

19,13
14,64325,415

125,611
904s, 75

1 7,624,418
40,426

8,863,824
1,699,670

76V,074

392,744
6.494,720
1, 235,52M

201,737
2,754,677
2,127,487

7199,68M63,674
7,233,719
1,093,724

.......... ..........
64&2,194 177M, SM

I
Qusntitie. I Values. fQuantities.
Pord. ounds. O0o

19,146 2,902 ............
2,517 !- 26,-596 151,396
380,713 66 273 ............
419,325 90,s13 419,325

17,072,20 1 2,779,153 ............
451,175 108&923 2,1

2,671,130 792,820 909 388
297,079 146,129 100,911
W,308 93,116 271,660

289,M 3,297 ............
404, 1.9.987 ...........
767, 80 137,701 .........,1,60 1 9,293 l............

7,154,604 79,21
3,196 613 936243 3,156,187
813,194 1,243,164............

45,840,866"9,18.,091 ' 5,341.505

Values
1913-14.

lii ;6i
90,674

.........
60, 340
270,ORS
52,93M
,%289

.........

...... ..

9, 10, 3

601

I Obtained from Census of Dyes and Coal Tar Chemical, 1919, published by U. S. Tariff Commission
as Tai Information Se les No. 22.

'Obtained from Artificil Dyestuffs Used In the United States, published by U. S. Department of Cora-
merce as Special Agent Series No. 121.

I
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Assuming that domestic manufacturers will continue to produce the dyes they did
in 1919 and that the dyes imported in 1913-14 and not manufactured in United States
in 1919 will continue to be imported, it is of interest to know the average rates of duty
or protection afforded these dyes under the three measures. This information is
presented in table 5.

TABLE 5.-A terage c d vloGrem rate of duly on coal.tar dyes (imported during 191$.14
and not manufactured in the United States during 1919).

Present ,n h Pa .
Based on- laws. LoW AIPelaw.

Peren. Per cent. Per cent.
Import prices of 1914 ......................................... 37j 48 121
Im"' prim ofe 19I21:

Normal exchange.................................... 31,1 3 2Present exchange ........................................ 51 8011 12

American selling prices of 1921 ................................ 31 3 12

Coa.l-tar dyes represented 11.6 per cent of the total importations of dyes during 1913-14.
The import quantities in excess of 1919 production are listed according to classes and
quantities, as follows:

Class otdye. Pounds. Class of dye. Pounds.

Nitro ................................. 1%,3 Anthraqulnore ....................... 3,I.8, 187
Diphenytmethae .................... 3"2%11 Pyrazalone ............................ 419,323

npbeiylme, tbane .................... W% 92,388
Xanthoke ........................ i08194, I Total .......................... 341, 50
Acridine ......................... 271,80 e

PRESENT LAWS.

Rate of Tariff rate. Unit Import Value.

exchange. prices, quantity.

Cow. Pounb.
1914 import .............. Normal ....... 30 per cent and 5 cents ...... M0 2,285,32, 1 ,50,930

Do ....................... do ......... 30 per cent ............. 29.3 3,15MO,17 924,763
1921 Import ................... do ......... 0 percent and Scents..... IX 0 2,285,321 3,09 ,330

Do .................. ..... do ......... 3 percent ................ I58.0 3.15.187 4,93,652
Do .................. Present ....... 3 per cent and 5 cents ...... 11 2,285,321 208,238
Do .......... ..... do ......... 3 per cent ....... ...... 80 3,15,187 334,08

1921 American... ..... 30 percent and Scents...... 10 2,285,321 4287,262
Do ........................... o percent ............. 21.0 3,1W 17 893,113

LONGWORTH BILL.

191timport ........ NXorma . 30pereent and Scents . 28.0 5,341,,08 1,5S0,893
1921 Import ..... ..... do........ 30 per cent and 5 cents. M 148.0 3,341,508 7,9 ,982

Do .................. Present ....... 3oper entandscents ...... 10.0 5,341,08 543,047
I921 American ........................... 3 per cent and 5 cents ...... 0 5,341,508 1,10,37

PAYNE-ALDRICH LAW.

114Import .............. Normal. 3pereent ..................
Do ..................... do ......... Free ..................

1921 Import............do . 3peent..................
Do ...................... do. e. e.................
Do ............ Pent.......3peent...........
Do......... .... do .Fe..................

1921 American.................. . 30percent ..................
Do ....................... Free ...............

24.4 2,581,848 8630,877
31.1 2,&9,662 899.816

127.0 2,661,848 3,272,863
585.0 2,83W, 62 4,713,119

&.6 2,581,M4 22354
11.2 2, 859,862 30492

1780[ 2,58,848 4,581,758
231.0 2,859,662 8,98 367

M M
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In table 6 are shown the total revenues to be derived upon the importation of the
coal-tar dyes (which were imported during,the fiscal year 1913-14 and were not manu-
factured m United States during 1919) under these three measures with the ad va-
lorem rates of duty based on 1914 import prices, normal exchange; on 1921 import
prices, both normal and present exchange; and on 1921 American selling prices.

TABLE 6.-Total retenues tchic" trould be obtained upon the importation, of coal-tar
dyes iderntdal in nature and quantitie. to those imported during fimeal year 1913-14
and not manufactured in Unitid States during 1919.

Based on- Present Longwort h Payne.
Laws. Ill. Aldnch law.

Import pricesoff191 .......................................... 8670,260 m729,33 $19o,08?
Import prices of 1921: 1

Normal exchange ......................................... 1 2,515,584 2,675,304 9 248
Present exchange ............ ................ 270,954 434,418 61 881

American seUlng prices of 1921 ......... ,485,916 3,33,62 1,39 ,547

Coal.tar dyes represented 11.6 per cent of the total importations of dyes during
1913-14. Import quantities in excess of 1919 production are listed according to
classes and quantities, as follows:

Olas of dye. Pounds. Class of dye. Pounds.

Nitro .............................. 154,396 Acrldine ...................... 27z,60
Pyrazalone ........ . .. .. 419, 325 Anthraquinone ................. 3 14,187
DIphenyln.ethane.... ............... 323,511
Then .ethane ... .............. 9098 Total. ................... 3,341,187
Xaathont .................... 10I,941

Price', i Rate of exchange. Value. Prime. Rate of exchange. Value.

1014 Import.... 1Nomal........21,5 C3Pre1e1timport. Prese
l92lImport ....... Nm . . 7,985,W2 1921America................. 11,10,373

I The Import pries for 1921 ofdyes which are not being Imported Into the United States was ascertained
by dividing the domestle market prices for these dyes by l0per cent.

tate of change on the day otcompitalon of these statistics was I. mark, equals 1.62 cents. It was
assumed that In the event of Importation these products would principaly come from Germany, coase-
quently thls rate otexchange was employed In these statistics,

8 The average New York wholesale market prince as listed In the several chemical and dyestuff daily
publications were used as the American selling prices.

IMPORTATION OF DYED ARTICLES IN LIEU OF DYEs.
JBy E. R. Pickrell, formerly chief cbemOt., Customs Service, New York, N.Y.]

In the enactment of legislation to protect the American dye industry the possible
contingency of the importation of dyed articles in Heu of dyes should be constantly
borne n mind. In the event of the adoption of a licenang system whereby domestic
dye consumers would be unduly embarrased in obtaining for dyes necessary for their
needs, orof the pasage by Congress of increased tariff rates on dyes without an increase
in rates of dyed articles to compensate for increased protection afforded the dyes,
foreign manufacturers most probably would export to this country the dyed articles
rather than the dyes. In such a pbesibility the domestic consumer, whether he be
dyerormanufacturerof dyed articles, aswell asthe producer of or dealer in dyes, would
suffer from such lack of seriously considering these posible contingencies. Often.
times certain interests, in their eagerness to enact legislation for their benefit, recom-
mend measures which not only fail to accomplish the purpose desired, but also injure
other and associated interests,

Dr. B. 0. Hese in an address before the Franklin Institute on November .6, 1919,
entitled "American coal-tar dyes, presentand future," stated that "in 1913 about
1,900 tons of dyes came into the Ufiited States, not in barrels tins or keg, but on
textiles, such as carpets, rugs, tapestries- cloth, yam, and the le. If in 1926 or 1921
they should jump to 10,000 tons or 15,00 tone, what added remedy would the dye
maker then want? If not, should such products also be excluded?"
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He also stated in the same address that "coal-tar dyes affected the livelihood of
more than 1,000,000 employees in this country, working in upward of 11,000 of our
manufacturing establishinents, operating in 24 different-lines of industry, having an
invested capital of more than 2100,000,000, and producing annually $2.600,000,000
of manuft.,tured products, valued at the true net selling value at the factory. I This
is about 10 per cent of the corresponding value of our entire products of manufacture
in 1914. Itis therefore evident that the legislation for the protection of the American
dye industry very materially affects 24 different lines of industryjrepresenting 10 per
cent of total manufactured products produced in this country. These industries are
naturally vitally concerned- in seeing that no legislation is enacted which, in over-
eagerness to protect the American dye industry, will jeopardizo their interests.

World-wide commercial competition was keen prior to the recent European war
but since every nation is primarily interested to-day in rehabilitating its financial
condition, competition will undoubtedly be keener than ever. Competition shut off
on one hand will unquestionably seek an outlet on another. In determining the dyed
articles which could be imported instead of dyes, it is of interest to know some of the
dyed articles which were imported precedent to 1914 and the reasons for their
importations.

Pror to the war cotton yarns were shipped from England to Germany, there dyed
and then exported to the United States for domestic consumption. This was owing
to the fact that faster dyes were employed in the dyeing of these yarns in Germany
than were used either in England or the United States. owing to this fact, American
manufacturers preferred certain cotton yarns dyed in Germany to those dyed in the
United States.

Referring to a publication entitled "Cotton Yarns," Tariff Information Series No.
12, published by the United States Tariff Commission, the following excerpts are
taken relative to.the importation of dyed cotton yarns from Germany during fiscal
year 1913-14.

On par 16 "The majority of the dyed yarns were imported because the turkey-
rod and lue-black colors needed could not be obtained in this country." Dyestuff
consumers would be so embarrassed in obtaining dyes necessary for their needs under
a licensing system that other dyed cotton goods besides dyed yarns would be im-
ported, although this country produces the greatest quantity of raw cotton in the
world and ranks second in manufacture of cotton yarn and cloth."

On page 81: "The domestic market for cotton towels is controlled by American
manufacturers, but in order to maintain their hold they have had to import the
turkey-red yarns that are required for border stripel and for monogram and name
work. They have never been able to obtain fast-red yams in this country.

"There are two European localities famed for the excellence of their turkey-red
dyeing, namely, the Wuppr Valley in Rhenish Prussia, of which Barmen is the
export center, and the district around Glasow in Scotland. Before the war Ameri-
can towel manufacturers depended for their red yarns almost entirely on Barmen;
in 1918 imports originated almost entirely at Glasgow, but owing to war disturbances
a normal supply could not be obtained."

On page 90: "Some hatband manufacturers, however, preferred German-dyed
Yarns aps being more regular in shade than the American dyed. The hatband yarns
imported from Germany were mostly blue-black and came from Elberfeld. Ac-
cording to statements made by importers most familiar with the trade, the greater
part ofthe hatband yarns imported from Germany were originally spun in England,
only the dyeing and finishing hai been done in Germany."

On pag 91: "The views four leading manufacturers of hatbands as to imported
cotton yams are as follows: e* * * Pifermng to the dyed black cotton, we wish
to say that t'.e shade is very irregular, and as to evenness has no comparison with
the black or blue-black fast dye we imported from Elberfeld, Germany. The yarn
dyed in Elberfeld also came from England originally.'"

On page 94: "One of the largest, if not the largest, users of imported label yarns
reports as follows: '* * * The sizes used for lettering in fastdye red and lack
are also imported from England, owing to the inability of American dyers to produce
an absolute fast dye which will stand the general laundry abuse. * * * 1rior to
the war, we imported our turkey-red and black yarns from Barmen, Germany, and
found them better than what we import now from England.' "

On page 114: "An importer who caters to a special section of the embroidery trade
writes: 'We have never been able to procure the required qualities of yarn and estab-
lish the turkey-red dyeing in this country.'J

On page 148: "Before the war, some yarn, such as 78/2, was bought in England
and shipped to Crefeld to be dyed and mercerized before export to America; the

] --- a - 'A [
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reason stated is that the Germans mercerized more slowly And carefully than the
English and that there was less liability of streaky effects in hosiery or othergoods
made of the yarns treated in Crefeld.".

On page 155: "As the Germans could not compete on the American market with
domestic coarse yarns nor with fine or secial yarns from England, their sales were
mainly due to fast dyeing, to a high-polish finish1, or to careful mercerizing. Accord.

irgto the testimony of importers in a poition to know, most of the fine yarns from
Germany, as well as a portion of the m ium counts, such as those used for hatbands,
were spun in England and only finished in Germany. The German 'Veredelungs-
verkelir,' or 'improvement trade.' by means of which yarns were given temporary
freo adinxsion for the purpose of dyeing, mercerizing, or otherwise advancing in value
before reexport, was before the war a factor of increasing importance in the export
trade ir cotton yarn."

Special attention is directed to the last quotation. for, in the event of the enactment
of a licensing system or high protective duties without sufficient differential for the
increased protection for dyes, no doubt foreign countries will do as they have done
in the past, enact legislation to encourage dyeing of articles entirely for export.

The object of this article is to clearly state for public information'that the adoption
of a licensing s6.tem on coal-tar dyes would so embarrass domestic dye consumers in
obtaining the necoary dyes for their industries that dyed articles would probably
be imported into the country in lieu of dyes. Also to show that differential rates of
duty would have to be adopted which would compensate for the cost of dyeing and
increased protection afforded dyes.

REVIEW OF TARIFF LEGISLATION. ON. COTTON YARN, THREAD, AND CLOTH.

In order to aertain whether o: not differential duties for dyeing cotton articles
has ever been affected by tariff legislation, Table 1 was prepared, showing the rates
of duty on cotton yarn. cotton sewing thread. and cotton cloth, under the various
tariff measures from the first act. dated July 4, 1789, to and including the Underwood-
Simmons law, passed October 3 1913
. There has never been any differential duty for dyeing cotton yarn. Differentiation
for dyeing cotton cloth was first enacted in the tariff act of July 14, 1832, and has
been continuouely in effect up to and including the Payne-Aldrich law of August 5,
1909. Differential duty has been in most instances a specific rate, although in some
cases, ad valorem.

TABLE 1.-Dutks on colton yarn, thread, and cloth under various tariff acts.

Date of acts. Cotton yarn. Cotton sewing thread. Cottoncloth.

July 4,179, Not provided (or ......... Not rovlded for ........ Notovided for.
Aug.10. ..... O ................... . .1 d
June 7, I79 d- ..... do ...--oo ................... or colored, .s per cent ad

valoremn.
Mai. % 1797 ..... do ......................... do ..... . same.as.Jun I , andadnge-

i vets and velverets, whether pi Int-
ed, stained, colored, or otberWse2J per. ient id valorem; mu.QW OU
mosl nela and other cottons, not
printed, stained, or colored, 21 per
cent ad valorem -

%pr. 27,1816 Unbleathed and unool. Unbleached and uncol.' 23 a W from Cape of Good Hope~ 2Wpe ad drom Oyear ofnodth.npo ,dyarn les than 60,. ored thead less than : and then

0 kI ndbeon for 3 yearshef7cprl.salb
peM.6(W2_ .d v ale. I W0. per i1. shall be  0 and 20% - 25an ~10 from anyr

ren ZOd'mg ot col- taken as 6we. per lb.;, othor place For 3 years, Men 2wo
orW yarn lessthn n73c. 25% bleached or Mo- and 1411.
per lb.., 25% ad valo- I ored yarn les...than
rein; for 3 years, then 1 75-c. er Iob. shall h.

taken &i 75c. per lb.;:
• r% for 3 years, then

May 22,1421 Same as act of Apr. 27, Same a; act of Apr. 27, Same as act of Apr.27, 1816.
1816. 1 1818.

Mty 19,1828 Same as aet of Apr. 17, Saneas act of Apr. 17, 20% from Cape of Good Hope and be-
1816. 1818. yond; 1j. from any other place.

July 14,1,32 ..... do ........................ do ................... Notdy aluedat30r.persq.yd.of
less 9aa! be taken as 30c. pr sq.
yd, 2 ; dyed valued at er; wd.or lessha be taken M ..

iF ankins direct
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TAIL I.-Dui on oofon yarn, tar d, Oanddo under vious ariff acds-Continued.

Cotton yarn.

same as at of Apr. 27
1818, wi ad~llonol
al.ther cotton yarn,

30M ad valorem ..........

10% ad valorem .........

June 30, 1H4 105 ad valorem .........

Not on spools and valued
at morethan 4ocpetlb.,
10o per lb. and- 2%
valued at over 40o
not over e, 2Do per lb.
and 20; valued at over
W0 per lb., 40c per lb.
and 20%.

Valued at not to exceed
25o per lb., lOo M lb.;

ued at 26e, per
lb. I o perlb.; valued
at 4leto10cperlb. 0e
rlb.; valuidat bctO

lb.per lb .l lb.;
valuedatletofweper

lb., 80% .;alt
Vauat o o ex bcd

b per lb.; valued a

41cto to 230er lb.;e
valed at'S to 0

10.lrlb., M8eI lb.;
Wum at over lOoper

25c p: lb., looper lb.;aum at 2Zo -to 40c
18c, per lb.; valued &I
41e. to,50o 23e per lb.;

valued a? Ste to 8029o per lb.; valued s|

81o 0 Oc, M1 per lb.;
valued at over lO~c,

Cotton sewing thread.

Same s att of Apr. 27,
1818 with addlion of
all dher cotton thread,
Me%.

30 ad valorem ........

10% ad valorem ........

e per dos. spools on
SpOlS contain g not
more than I0 yds.
thread; exceeding 100

Tds. for ech addlIh 100 yds. or frac-
tion, 6e per doz. and

Same as act of June 30,
18WA

7o e doz. spools on
spoos containing not
more than 100 yds.
thread; exceeding 0

00O yds. or fraction, 7c
per doz.

Same as act of June 30,
1864.

Date of &Cto.

Aug. 30, 12

Mar. 2,1881

July 14, 1882

July 14, 1870

Mar. 3,1883

Oct. 1, 18 0

Cottoncloth.

Not dyed, valued at 20o. or less per
sq. id. shall be valued at 20r. per
sq. yd.; dyed, valued at 35c. pcr.
sq. yd. or less hu be valued 0t.per W4t X., .DO/; velvets "n other
pile m cs..vubdmt.C.Lrq.yd.
orless shall be valued at .1 peq.
yd., 80%.

Unblisched le.-4o. per sq. yd.;
bleached, 1i.-41e..er s. yd;
dyed, lid.an dlO,*.andlO% :
vue exceeds ex1e. d 1. p

Cloth ( e ean, denim, etc.,
unbleched or bleed, itto sI

for, 8%.,

ye q d. dyed 1oad1
ndO I : If vue "xed 1I pt

sqC jxe. , Jean, denms, il.l
do 2oec he lo per sq.

cofttuades, panZooal stuff, ..-9

alml gods-): unbleached, tc per
sq.jd.; bleached, 61ea. yd.;dy., o and 1o0, WA IM .I
unbl e~ed, valugOv , ,

Cotton Joeans denims, drillings,otickling, &g . gbm pla&_ eoton-
e,. pan uoon stu, .an§ simlr

,oods unbleached, 6o to 7c per s.
yd; bleaehed, 64 ] y.

Sunbleahehe and W'alued over I
35%; if bleached and valued over

W; If dyed and valued over
Same 93 act of June 30,1I864.

Unbleached, 210to 4c per sq. yd.;
bleached, 32e to to per sq. yd.;
.dyed, 41 to 6caper sq. yd.; if un-
bleane and ued over (8otol0c)
40%; if bleached and valued over
(t0o to 12c), 40%; If dyed and valued
over (13c to Ito) W0E.

Unbleached, 2c to 4c per sq. yd.;
bleached, 21. to Siclpr Msq. vd.;
Oyed4c to ec4 per f. %d.; If un-
bleached an valued over 610 to
100, 35% to 45%; if bleached and
valued over 9c o 12e, 35Vo to 45%.
If dyed and valued over 12c to15c. Mev to 4,.

Pl.whe3, velvet, velveteens. o-
duroys, ud ai pile fabrics com-
Posed of cloth or other vegetable
i bers: Unbleached, 10e and 207;
bleached, 12c and 205; dyed, .4o
and 2,0: but none saill pay les
than 40,.
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TABLE 1.-DutWe, on cotton yarn, read, and cloth under various tariff act-Continued

Date of acts. Cotton yarn.

Aug. 27,IM Carded, unbleached not
dyed and not above
singles No. 1-15, 3c per
lb.; No. 14-30, 4c per
No. per lb.; No. 31 and
above Jo per No. pr
lb.; combed, bleached"dyed or above A[nge
Wo. , -2o, 10e pr lb.;
No. 21 and above ?,c
per No. per lb.; duty
not toexceed So per lb.
on value not or 25eIlb.;dutynot to exceed

5c Feb.o value25c
to r4c b.; duty shall be
400" M value exceedI clb.July 24, 1W97 Carded, unbleached not
dyed and not above
suigle No. 1-15, : c per
lb.; No. l , per
No. per lb.; No. 31 and
above, Ieper No. per
l b.; comb", bleached,
dyod or above singles,
No. 1-20,Cc perlb.; No.
21-79 jo per No. per
lb.; Ho. o anrd above,
1",o per No. per lb.

Aug. 5, 1909 Carded, unbleached not
dyed and not above
single No. 1-1, 2jc per
lb. No. 18-0 -oc per
No. perlb.; Ro.31 and
above, 1- c per No.,per
lb.; shall not pay less
than 15%; combed,
bleached, dyed orabove singles No. 1-24,
6c per lb.; No. 25-79 _c
per No. per lb. No.

I0-199, 3-10o per No.
per lb.; No. 200 and
above, 60c Ver lb. and1-10c Pee No. per lb.
Finer than No. 14 shall
not be less than 20.
Merceriedt add. duty,
1-10c per R4

o. per lb.Oct. 3, 1913 Carded, unbleached, not I
dyed or merceried:
No. 1-9, SP'; No. 0-19,7j%; Ro. U)..i, 10%.

__0"W_, N7,€ o. W7-9,
207; No.. 30o, 22%;
No.100 andeboie,2V%

Combed dyed bleachea
or metered: No. 1-9,

%;_ No. 10-19 10%'
o20-49, 1#2~

40-0. 14%, 17j% o.
20%; No. 0-79, 22j%
No. 0.99, 25% No. 10
and above 27PI.

Cotton sewing thread. Cotton loth.

per doz. spools on Unbleached, 10 to 3o per sq. yd.;spools contalning not bleached, 110 to * per sq. yd.;more than 100 yds. ded,2c to Iope sq. yd.; 1f un-Exceed 100 yds., for b.eacned ana valued over 7o toeachadd. 100 y4. or 12c W5 to 3,4P It bleached andfraction, 51c per din. Wued over go to 1c, 25% to3S ;1! A andvaued over 12c to 1
Plebes, ; em velveteens, cor-duroy, an a lle fabrics cout.pooed of cotton or other vegetablefiber: Unbleached, 40%; bleachedor dyed, 471%.

Not exceed 100 yds. to
spo 6o per (s.; ex.

10Q0 yd, to spool
for each add. 100 Yds.
or fraction over 100, 6a
per ds.; if other than
spools or ree1N for
each add. 100 ys.or
rrattor over I-.

,Not exceed 100 yds. to
spool G per dos.; ex-
ced 0 yds. to spool,
for each add. 100 yds.
or fraction over 100,
Go per doz.. If other
than spols or reels
less than .V yds..each,
t for each 10 yds. or
ractlonalpart. Shall

not pay less than 20%.

Unbleached: No. 1-9, No. 10-,
No. No. 40-49,Nr No. 2- ,39 No. 79,22 No.' g No607

above, 271~ No. 100 Aa
Bleached or 2'yed: No. 1-9, I0%; No.10-19, 12 % No. 20"9, 15R No.

4 0 -49, W.,; NO. 50-W ,22izo} No.CO-?9, 2 -%., No.80.9W, 21j%; go. 100
and above, 30%.

Plush, velvets, plush or velvet rib-bon, veivteens orduroys an d
all pue fabrics made from coton or
other vegetable fiber, 40%.

In order to set forth specifically the differential duty and values covering the dye.ing of cotton yarn, thread and cloth under the various acts, Table 2 was preparedfrom Table 1. It is noted that the difference in value of cotton cloth, due to thedyeing, varies from 3 to 5 cents per square yard. Differential duty on cotton clothis approximately 20 per cent.



TABLE 2.-Diferential v lues and duties between bleached and dyed cotton yarn, tUwad, and cloth under Tarious tariff acts. 00

i Cotton yarn differmnal. Spool cotton thread diffoent1al.
flft t . f fltUI -

Value.

July 4.17$9 Notprovided for..
Aug. 10,1790 ..... GO ............
June 7,1794 ..... do ...
Mar. 3,1797 ..... do ...ayr 2;,1824 .... o .............

May Il,1828 ...... do ............3D l, IM ......do ............Au. 30,1842*. .. .do....
0ar 2,11. . ...........
July 14,1882 ...... do ............
June 30,154 ..... do ............

Duty.

Notpovided for..
oo.... o...o. .....

..... do.....

..... do............
None ...........
.....do ....... o
..... do .o......
..... do .......
..... do ............
..... do..........

.do..... ......

Value. Duty.

Notprovided for.. I! ot vdad for..

.. ............ d..... o ............
None .............. o ..............
.....do ............ ..... do ............
N o ................ o d ............
..... do ............. d o ............
..... do .................. do ............
.....do ............ ..... do ............
..... do ................. do ............

July 14,1870 ..... do do ............ ..... do ........... do ............

Mar. 3,1M . ..... do ................ do ...........do

Oct. I, .do........... do........... do............ do.
2714'..do.......d...... ..... do...........do

Aug. 27,1804 . ..do ...... ... .do ............ ... do ............ ..... do ............

S24189i ....do ........... I. do ........... . ..... do...........do.

Au ..... do ....... d o ..... I ............ .. do...........do.
3.1913 ..... do ....... ..... do ........... do......... do.

Cotton cloth didweential.

Value. Duty.

Notprovded..... ......... Notovided for.. d..o ........................ .

None .........................I 59.
..... do........... .....

.....do...........o o on .
..... do........................

5c. per sq. yd .............ljc.I r sq. yd.
... do.............. L.e orsqyd:
None ............... :: .1 .
!..... do .............. -......... sqydanICloth,(ecept jeans, denim, l t Jsu ims etc.), J0%-270o and

etc), 3 c. lns., yd. add. value duty 1 c. per sq. yd.

cottonjeaus, tc., sc. Cotton Jea s, denims, ete 107e-15o ad add.
pfq.y&. value duty If c. per sq. yd.

Cloth -(eept Jeaus, denims, Cloth (exceptJeans, denims, e), 10%-20% and
etc), . pe. sq. yd add. value uty It c. per sq. Yd.

COtw3Qnf dm tcw., c. Cotton jeans, denims, e. 10%-125% and add.
Per sq. yd. value duty Ft c. per sq. vi.

3c. per sq. y_..........l.persq. yd. andadd. ueduty1. persq.yd.
.do................ c.-l.persq.yd.andadd. valueduty (1.05c.-L,35c.)pe sq y a .

Velvet c. per sq. yd. and 2%.
2 c.-3c. pers q. yd ........ f c.-lc. persqyd. of add. value duty 0c.-l.4 a.

persq.yd.
Ic. persq. yd ................. I c.-I a. per eq. yd. and add. value duty 0.9 c.-I A

c. per sq. yd.
None .................. .persq. yd.
..... do ............... N. one.
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Jnamuch as there has been a differential duty on the dyeir.g of cotton cloth in he

tariff acts in this country for the past 75 years and no differential duty for dyeing
cotton vam has been establirhed. thetauiff acts of foreign countries were reviewed to

e if differential duties in the dyeing of cotton yarn mere in efect in foreign tariffs.
In order to set. forth the restilts of tbis review, Table 3 was prepared. Of th e21 foreign
tariffs reviewed, 14 contained differential duty for the dyeivg of cot tc yain. Although
the differential duty varies in the difleren foreign tariff acts, it is noted that the
differential duty in France and Italy is approximately 20 per cent.

The followin is an excerpt from a distLiQdon of foreign tariffs on cotton yarn in a
publication entitled "('otton Yarn," Tariff Information Series, No. 12, United States
Tariff commissionon:

"Dyed yarns more commonly carry a differential than any p)roceered yarns. In
several instances they are sulject to The Fame additional duties as yarns when blea bed;
but more frequently pay a higher differential, whi(h is usually at least double tho
differential on bleached yarns. The amount added varies from a fraction of a cent
per pound over the gray to 8.75 cents over the bleached, the differential of most
advanced countries on ageing ranging between 1 and 3 cents over the basic rates
for unbleached yarns. Two countries which increase the duty for bleached yarns
by a percentage, add a fixed amount per pound for dyeing (France and Italy). Several
(Austria, Belgium, Argentina, and ('hina) levy the same duty on bleached as on
unbleached yarns but advance the duty on'yarns vhen dyed. In fact a rather
common method of claimifying yarns makes the division as between colored and
uncolored yarns, the bleached being in' luded with the unbleached. Belgium removes
the additional duty on dyed yarns Aihen 77's or finer."

TABU 3.-D'fferntial dulie between bleached and dyed cotton j/nrn in tariff#jofprneijrol
foreign oountiti#.

Country. Differential duty. Country. Differently duty.

Canada ............. None. Denmak ...........I .82 cents per pound.
United Kingdom .... DO. Norw.ay.......... 1.83 cents per pound.

erm&y ......... Do. Sweden ......... None.
Austria-llungery... 0.M cent per pound. Russia .............. Do.
France ............. Difference between 15 per Rumania ........... 0.1 cent per pound.

cent and 2.6 cents per Bulgaria ........ 0.87centplrPound.
pound. Serbi .............. 0.44 cent per pound.

$witzerland ....... O.i cent Icr pound. Turkey ......... None.
Ialy ........... L'lreec btwee 20 per (hns.......... &pr cent.

cent and J.A1 cents pr JapLan t....... 7perntp pound.
pond. Argeitna........ 0.22centperpound.

i ..... None. B .......... 2.7 cents per pound.
Belgium.... .... 0.14 cent per pound on 775 Chile ........... None.

and under.

IMPORTS or Co o YARN AND corro CLOTH.

Table 4 shows the total quantities and values of cotton yarn and cloth, unbleached,
bleached, and dyed, imported during the fiscal year 1913-44 (last prewar year). The
data on the cotton yarn was obtained from the original invoices, representing 91.2
per cent by weight of total imports of cotton yarn for that fiscal year.

The dyed yarns imported were chiefly coarse and medium carded counts. They
were mainly of coarse turkey-red yarns for towel stripes, and of medium count polishedl
yarns, black, tan, or russet. In normal times there were also fair amounts of hosiery
and embroidery yarns and some imports for weaving silks, velvets, hatbands, and for
name work on labels that come in ih the dyed atate.

Of the 616,381 pounds of dyed yarn representing 91 per cent of the imports for the
fiscal year 1913-14, 484,888 pounds, representing 80 per cent, came from Germany;
100,331 _pounds, representing 16 per cent, came from England. The balance was
imported hom Switzerland and Fiance in about equal quantities. Of the total yam
imb>ortations from Germany, about 60 per cent were dyed yarns, and this notwith-
standing the fact that Germany is quite an importer of cotton yarns, importing far
more than she exports.
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TABLE 4.-Total quantftes and ialuu of colton yarn and cloth imported during fiscal
year 1913-14.

Cotton yarn. Cottoncloth.

itin ipt Quantity. Value. Quwntity. Value.

Unbleached ................................... .. ,284,3 ............ 3 , 7,6

Bleached . ....................................... 348, 2 ............ 16,796,M 3,173,37
Dyed .. 616,331.................. ... 65331 ............ 41#512,9c" 8,199,0

Totol ............................................ 6,247,427 ............ 61 ,631,29 1 1,M ,01

I Obtained from Cotton Yarns, Tariff formation Series No. 12, published by U. S. Tariff Commission
and representing 91.2 per cent by weight of total Importations for fiscal year 1913-11.

I)IFFERENTIAL DUTY NECESSARY TO COVER COST OF DYEING COTTON YARNp THREAD
AND CLOTH.

It is necessary to determine the actual increased cost due to dyes and labor in the
process of dyeing cotton goods id order to ascertain what is a logical differential duty
to be added. Table 5 shows the cost in cents, per yard of cotton venetians of a dyeing
and finishing plant during 1913 and 1918.

During 1913 the cost of the black dyes was approximately three times the cost of
the dyeing of black fabrics. The cost of coloreddyes was about three times the cost
of dyeing colored venetian. In 1918, although the cost of the black dyes increased,
they were only twice the cost of the dyed black venetians, but the cost of the colored
dyes increased approximately 400 per cent and was over five times the cost of the
dyeing of colored venetaDs. At the same time the cost of the dye represented 60
per cent of the total manufacturing cost, which shows very clearly the necessity for
a proper differential duty on dyeing to compensate for increased protection on dyes.
In the history of the protection of industries the amount of the protection is always
reflected in e ultimate price of the protected article to the consumer. The dyes
represented 60 per cent of the total manufacturing cost of this dyeing and finishing
plant in 1918. An increased protection would Increase the cost of these dyes, the
total manufacturing cost, and the ultimate cost of the dyed article. This increased
cost of the dyed article due to the additional protection of the dyes should he com-
pensated for by an equivalent differential duty.

TABLE 5.-Cost data of dyeing and finishing plant.'

[Cost of filnvhing, In cents, per yard.]

1013 1914

Item. White. I Black. Colors. White. Black. Colors.

By weight of cloth:
2.7. yards per pound................. 1.432 2. 930 2.830 2. 3 4. 937 K.026
2/M ywrsperpound ................ 1.415 2.89 2.77 2.59 4.818 7.815
3.t0 yards per found ................. 1.3M 2.6 2.740 2.482 . &% 7.340
3.10 oth totl .................. 1.33 2.85 2.740 2.482 4. &0 7.340

Expense selling , freight, etc.) ............. .0M .082 .082 .098 .098 .0M
Ac ualmnufacturIng eost .......... .. 1.0 2.783 2.658 2.384 4.452 7.242
Labor and works expense .............. "890 1.216 1.221 1.631 2333 2.328
Dy .. .............................. 41 " .442 :396........898 .

1.567 1.434 .703 2.119 4.914
Dyes ............................................ 1.179 .9%8........... 1.434 4.167

I Table 13B, Cotton Venetians, Tariff Information Series No. 10, U. S. Tariff CommIssion.

In order to ascertain what proportion of the total cost ofcotton goods is represented
by the cost of dyeing, Table 6 is presented. It is noted that the cost of finishing and
dyeing venetians by this large finishing and dyeing plant is approximately 20 per
cent of the total cost of the finished article. Most probably tho cost of finishing and
dyeing of this claws of goods by smaller concerns would be conmidvrably more thin 20
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pei cent. Since iriereas&I protection on dyes will be reflected in an iucreased price
to the consumer of dyes, it is ne'emary tl,t a differential duty be imposed to cover
the cot of finishing and dveing of the goods or these cheap.dyedl cotton goodq, as well
as other dyed article, wifl heb imported from Europe instead of our mills supplying
the whole world.

TA BL. 6.-Ptirr paid by eonretters in Ne' Y1ork murk'ts.

(Cents per yard.I

20threaissl ngle yarn T threadsply warp Cost of finishingS nd dyeing.
venetian. venetian.

Year. 35inches 581ncbes 35inches 3linches
gray a ray . S Blks. Whiteendcolors.

____ shedi MOW).s finished). nished).

91.3 ................ ... No srate rate
1914 .................... ......... -j........ 3

.... .... . ... ooo ... 
N e aae rt

191 ............. 13 16 18- 1 4-3 price or white.
1918 .............. 1.,-4 19-2 - - White 2 cents less

Wht cents 'oswl
1917 ............. 21.-31 2S .-M3 27 M 2 7-0 8 cents cents

191 .............. 3 -41j 3j-42j 40 -2 41 -0 8 1mee, 10 cents-M1rn t .1. c ents

SCotton Venelians, Tariff Information Series No. 10, published by U. S. TarM CommIssIon.

On pages 90 and 91 of Cotton Yarn, Tariff Information Series No. 12, there is the
following statement: "Prices for dyeing, listed as additional to gray yarn prices on
invoices, show that the Germans in e fiscal year 1914 were charging for dyeing
blue-black hat-band yarns about 34 pfennigs (81 cents) a pound for coiints under
50's; above 45 pfcnni po prI cents) for counts of 50's to 80; and about 60 pfennip
(141 cents) for 1202. he, hatband industry uses very few mercerized yarns, but In
1914 invoices show that the Gnrmans were c g 30pfennigs (7.14 cents a pound

for mercerizing; for instance, in July, 1913, 60/2 riebed Egyptian blue-blak was
invoiced at 2.05 marks yarn price plus '34 pfennigs for dyeing, while 60/2 mercerized,

combed Egyptian blue-black was invoiced at 2.05 marks yarn price plus 64 pfennigs
(15,23 cents) for mercerizing and dyeing. For Turkey-red dyeing the charge seems
to lr been 65 pfennigs (15.47 cents) a pound. Invoices were minly in marks per
pound."

Based on the average import price of 68 cents for 1913, the cost of dyeing of the
different counts is 15 to 20 per cent. On page 142 of the same publication it is stated
that the cost in United States of dyeing cotton yarn with sulphur black in 1914 dw
6 cents per pound and 15 centsin 1918. Predicated on average import prices of cotton
yars of 60 cents for 1914 and 132 cents for 1918 these prices expressed in prentages
are, respectively, 10 per cent and III per cent. The cost for dyeing direct cotton
colors on cotton yam was 10 cents per pound in 1914 and 14 cents in 1918, which
prices, based on average import prices for those years, are equivalent to 101 per cent
and 10 per cent.

The tariff act of 1909 imposes a differential duty of one-fortieth of 1 cent per pound
for the mercerizing of cotton yarn, while no differential duty is imposed for the dye-
ing of cotton yarn. According to Cotton Yarn, Tariff Informnation Series No. 12, the
cost of mererzing in the Unted States in 1914 was from 5 to 8 cents per pound and
the cost of dyeingyarn was from 6 to 10 centsper pound. In 1918 the cost of merceriz-
ing was from 8 to 12 cents per pound, while the cost of dyeing yar was from 14 to 15
cents per pound.

if the cost of dyeing is greater than the cost of mercerizing and a differential duty
was afforded mercerizing in the Payne-Aldrich law, a differential duty for dyeing
should be embodied in the new tarfff act. It is quite evident that thii differential
dutty, to compensate for the cost of dyeing and increased protection afforded dyes,
should be at least '20 per cent. It is also evident that a licensing system will cause
foreign countries to encourage the free importation of goods in the gray in order that
they may be dyed and exported in the dyed conditions to the United States where
they will compete with the products of domestic manufacturers who have been

unable to obtain the dyes necessary for their needs and. compete with the foreign
product.

8$127-22-Dz-18
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CORRESPONDENCE Wrii A PROMINENT CONSUMER WHO Is ALSO A MANUFACTURER
OF COLORe AND DYES.

APRIL 15, 1921.Mr. H. A. M~z,
1*1 Hudson Strut, New York, N. Y.

DEAR SI: After all the gossip I have heard concerning you and your connections
at home and abroad in regard to the dyestuff Industry I am not at all surprised to
receive your circular litter of April 12. Judging from all I have heard, your attitude
as "an American manufacturer is a colossal joke.

Please do not send us any more communications of this sort.
Yours, very truly,

API. 21, 1921.
My DEAR MR. -: I am in receipt of your letter of April 15. Apparently you

must have heard a lot of things, many of which are not so, if you consider my attitude
as an American manufacturer a colossl joke.

I have been aware, of course, for some time of the propaganda put in circulation
against me by various gentlemen connected with the dyestuff industry whose views
I did not share, whose principles I did not indorse, and whose actions I did not fol-
low. I should think, however, you have known me long enough and that our busi-
ness relations for the last 36 years would have had some weight in determining the
truth or untruth of some of the things which you probably heard.

I was manufacturing colors in this country when others were still scheming how
to break in. I did all I could, as long as it was possible, to keep theindustry supplied
with colors from the other side aer the war abroad stedrw& I disposed of evory
pound of stock I had on hand to my old customers without one cent of increased
profit. I enlarged the Consolidated plant in Newark during 1915, and became inter-

ested in the Ceitral plant, which had been established about 30 years. making colors
and intermediates, in 1916. These plants turned out during 1917 1918, and 1919
about 6,000,000 pounds of color at the Consolidated and about 3,00,000 pounds of
azo and basic colors and 3,000,000 pounds of intermediates at the Central plant, and
it was not stuff intended for export either, but for consumption in this country, and
I feel safe In saying that I supplied more sulphur browns and other colors for dyeing
khaki, and alizarine brown and alzarne yellow for dyeing olive drab on wool, than
any two concerns put together during the early period of the war.

In addition to these two plants, I -had just completed in 1918 a plant at Rahway,
N. J., for the purpose of maldng phosgene so as to enlarge the range of dyes ve were
makingat the Cenral. That plant I still have on my hands, althoughit never turned
a wheel.

Besides these plants, I established the Brooklyn plant, where I am making sal-
varsan and novocain since the beginning of 1917, and from which hundreds of thou-
sands of ampules at practically cost were supplied to the Government during the
war, and whero I am making probably three-quarters of these two products ueed in
the United States at the present time.

The central plant has probably made as much betansphthol as any other single plant
in the country, and as you no doubt know some of my staff asisted with their ex-
perience and knowledge in establishing the intermediate plants for some other firms
who were better fixed for raw material than I was.

So that when you know the real facts perhaps you will not feel that I am such a
"joke as a manufacturer." True, I have not erected plants for certain colors big
enough to supply the whole universe. 1 did, however, try to keep my plants bal-
anced and makesufficient colors to supply the United States without worrying about
export, and it seems to me that those people who are Ehouting so much about what
they are exporting, and what they want to do in foreign countries, hardly need any
more protection than they have now if they can compete with foreign manufacturers
in these other countries.

My object has been from the beginning to keep the faith with my customers with
whom I have been in touch for nearly 40 years, and to see that they can get the colors
they need, here if possible, but from abroad, if necessary, and thus hold their own
against the products of other countries which can and do obtain dyes that are not
being made here or at reasonable prices.

It certainly would be no joke to me if between 3,000,000 and 11,000,000 which
I and two or three associates have invested in these plants where we are now pro-
ducing 125 distinct colors should be wiped out because of lack of proper protection.
With any reasonable tariff I am willing to take my chances on this investment, and
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I have not sold any stock to the public, and, therefore, have not been able to make
*biy profit on dealing in such shares, which no doubt many of those who are shouting
for protection have done with their properties. I am enough interested, however,
in American industry to want to avoid, for the sake of keeping up the price on a few
articles such as indiago, handicapping our consumers by standing for a licensing
system, and backing up all the lake arguments that have been put forth by Dr.
Jerty, Mr. Choate, and others who are practically the paid mouthpieces of a combi-
nation of manufacturers.

Yours, very truly, B. A. Mrrs.

Arnn 29, 1921.
My DEAR MR. - : I was glad to get your letter of April 25. 1 am sorry my

previous one came to you unsigned.
I know that soon after the war abroad started, when I was doing all I could to keep

my customers on this side supplied, and Dr. Norton and other "experts" were telling
of the wonders being done here in regard to plants starting overnight and making
millions of pounds of colors and incidentally selling stock to the public, such as the
Federal and some others, I Aid say that we could not produce betanaphthol and other
products, having in mind the pices we were paying. At that time betanaphthol
sold at about 8 cents with a 10 per cent duty. I remember distinctly that Mr.
offered me SO cents a pound if I would take up the manufacture. As a matter of
fact, when American betanaphthol did finally appear on the market it sold for $1.25
per pound.

I did say at that time, and always, that we could make anything on earth as well as
anyone else. It was purely an economic question, but at the time you refer to no one
thought the war would last five years, and we wanted colors then and not two or three
years afterwards. All my efforts, although I did start manufacturing on a larger
scale, were devoted to the purpose of getting colors to keep our mills going, and we
would have gotten them if it were not for the British order in council in March, 1915,
when all shipments of noncontraband, as well as contraband were held up.

I know of no concerted effort being made on this side to discredit American-made
dyes. I certainly have always held that what we make, color for color, is as good
as anything made abroad and I agree with you, and came to that conclusion ".m-
mediately after the situation in 1914 arose, that we could not be dependent upoi any
other country for supplies of essential ra materials, and dyes are certainly i ,-
materials.

It was I that called attention to the fact that if we did not obtain dyes a great many
of our textile and other mills would have to shut down, and you will probably recal
the various pamphlets I published during that time dicouraging the optimiism of
Dr. Norton and others, who in the daily press made the public believe that they would
get all kinds of colors in a short time and thus handicapped the mills just that much.

This is aside from any question of high explosives. Bear in mind that the reason
the German colorplants made high explosives was because they were also the acid
manufacturers of (ermany, and that the three big color plants supplied practically
all the acids used In that country not only for dyestuffs, but for every other purpose.
The same as in this country, the General Chemical Co., the fertilizer plants, and
numerous other industries used enormous quantities of acids without regard to the
color industry. These plants and the coke ovens supplying benrol are the ones that
will supply material for explosives in future. What the dyestuff plants consume in
proportion to other industries of this product and of other so-called "poison gases"
is a mere bagatelle, and it is the exaggerated claims underlying the propaganda of
Dr. Herty, Mr. Chate, and others that make the situation ieem so amusing to me.
I like facts and want to protect our industry, but I do not like misleading statements,
especially when those making them are paid for it. Our breweries, with their enor-
mous tanik capacity. could have been converted into explosive and poison-gas plants
on a large scale quicker than our dyeetuf plants, and no one objected or talked of
"national defense" when they were closed up and put out of business, and there
were dozens of breweries to one color plant.

With kindest regards, yours, very truly, 1r. A.NfETZ.
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Ae~u, 25, 1921.
Mr. HBRMAN A. MTzs,

lt Hudson Sired, New York, N. Y.
My DEa MR. MWRTZ: Not until this morning did I receive your favor, dated the

21st instant (which comes to me, by the way unsigned).
From general information, I implicitly beieve the statements made in the third

paragraph of your letter, and many of the statements which you make. I recall,
though, a visit which you made at our office here in, I believe, the latter part of the
year l9l5, when you were explaining to us how it was absolutely impossible fcr any-
one toproduce betanaphthol in this country, whilst, as a matter of fact, we, ourselves,
were then producing a very satisfactory article right along.

(believe there is a tremendous effoi being made to discredit American.made dys
and to poison the minds of dyers generally in this country against he domestic
products.

I furthermore believe, just as stated when before the Ways and Means Ccmmittee
at Washington, that this country should be absolutely independent cf any and all
countries in the matter of aniline dyes. to the end that should the occasion ever suio
again we are not caught unpreparid for the speedy production of high explosives,
etc. There is unquestionably a reiy specious and insidious attempt being made to
the end that the operation'ofdomestic factories should be impossible. and that the
Germans should again come in as the supreme supplier, as occurred iii 1883. 1
believe all attempts of this character should be "scotched."

Yours, very truly,

(The committee thereupon, at 12 o'clock m., recessed until 2:30
o'clock.)

AFTER RECESS.

The committee reconvened, Senator McCumber presiding.
Senator McCOuMBER. Mr. Metz, will you proceed and bring your

testimony to a conclusion?
Mr. METz. Mr. Chairman, just before recess was taken I mentioned

paragraph 26 of the bill.
I have here a sample of brown for hosiery. We were asked to

match this sample and we were informed that the color must be as
fast as a direct color. This is the stock I sent him [indicating].
This is the match. This match that I sent him back to match his
stocking is composed of three colors, direct orange benzo, purpurin
4 B, and a direct black. These three colors will stand the same
amount of washing and not change. It is composed of these different
proportions, 37.5 direct orange, 17.5 benzo purpurin, 35 direct black,
and 10 per cent of salt. I give it a name and call it direct cordovan
dyed with 25 per cent salt, and make him a price on it. This is a
trade secret and I am entitled to it. If this were manufactured
abroad, in sending me this color they would have to give every pro-
portion of the color in there. This enables me to make the color
that this man wants and give him the shade that he wants, and I
am entitled to the benefit which that gives me. Under the provision
of paragraph 26 this information must be given, and they can go
into my books and can go into the consumer's books and look up
these things. You know you can look up what you want and over-
look what you do not want. There is a great chance for discrimina-
tion. We saw what discrimination did during the last few years.

Senator LA FOLLETTE. Under the provisions which you refer to
here you would be understood as saying that an importer would not
import if he were required to give the formula.

Mr. METZ. In the first place, the importer could not import any-
way. It must be the consumer. But he sends to me his license for
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something and I send it to the manufacturer. Under this law there
would have to be stated information as to exactly what is in this thing.
He will not do it. We have to do it here as best we can and we can not;
get what we want. Importers are not all crooked; and the importer
has a right to live as well as the manufacturer. Many of the im-
porters have been in business for 50 years in this country. They
buy and sell goods all the time here and abroad. Under this propo-
sition they would have to give away all they know to those who
want to find out, and it is not fair.

I have hero a letter from the G. Cramer Dry Plate Co., of St.
Louis, M., dated July 22, 1921. This letter is addressed to me and
reads as follows:

GENILEMEN: We haveseen notice of what is termed "the Longworth dye embargo,"
in connection with the new tariff bill, now before Congress, and we write to ask that
you kindly give us what information you can in this connection, that is to say, does
the tariff or the Longworth Act cover dyes such as are used in photographic processes,
and if so, in what manner?

Those people buy their goods in small bottles, half-ounce bottles.
To-day I have to get a permit for every one of those little bottles.
The War Trade Board lets me bring in 10 or 20 of those little
bottles at a time. These are special dyes made in the laboratory
for special purposes. They do not amount to anything, but they
hold up the industry. We wrote them and they replied, under date
of August 3, 1921, as follows:
We are in receipt of your favor of let instant, and thank you sincerely for the

information contained therein. As we understand it from your letter, the bill in
question would make It very difficult to obtain dyes of foreign manufacture, and
we sincerely hope that it may be very much modified, or, better still, never passed.

There are dozens of industries in that same position. They want
a small amount of color.

Mr. Choate stated that the importer could bring goods in in bond
and leave them there. Let us analyze that.

In the first place, weget the goods in kegs and barrels. Suppose
I put them in 5ond and [want 10 or 20 or 50 pounds of a certain color
and get a permit. I can not go up there and weigh out 10 pounds
from that barrel. I can not take the barrel out because I am a
dealer. Hbw are you going to handle this stuff in bond I It is
ridiculous. You are interferring with the real channels of trade, and
there are many people who send in for 1 pound or 2 pounds of a
certain color to finish a special lot of goods. It not only applies to
cotton, but to woolens, f6od products, candy, everything that color
goes into.

Senator McLEAN. If we preserved domestic competition and these
things were produced here you would not have to go abroad for your
2 pounds.

Mr. Mmnz. If you are going to make the mills quit like they stopped
on the tanned shoes, all right; let us say so. But do not talk about
hational defense in a thing of that kind.

Gentlemen, I am now at your disposal, to answer any questions
regarding cost of production, capital salrv, or any other details
regarding any of my plants or any of tihe articles I produce; also as to,
my connection wit the Dyes Institute, the Chemical Foundation,
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and their connection with the industry so far as it has come under my
observation.

I want to say further that Mr. Choate made a remark here about
the great number of people employed by the Badische Co. Some
people took that matterup and obtained the following reply:

Cable received to-day says number of employees color factory Ludwigshafen nine
thousand against ten thousand four hundred August first nineteen hundred fourteen.
Nitrogen works Oppau eleven thousand against one thousand; Merseberg seven
thousand sL, hundred against none, works not then in existence. Present work day
eight hours against prewar nine and twelve hours besides efficiency now generally less.

That is the reply to that cable giving these figures. The increase
is not in the color plants; it is not connected vith the color end;
but in the nitrates and things of that sort.

Now, I touched upon the question of the dry plate matter. When
you get down to medicinabs it is a great deal worse, because the
psychology of a man wanting what he wants when he wants it is half
the cure. There is no reason why if a man has a case of syphilis
and wants German salvarsan he should not get it, even though I
make a salvarsan. Mr. Cooke, who appeared here appeared as
counsel for certain interests and related what they told him to say,
like most counsel do. He did not tell you though, that the Bayer
people manufactured phenacetin and a dozen other things beside
apirin before the war. The plant was built here because they could
make those things cheaper than they could import them even under
that tariff. That plant was sold by the custodian to the present
Bayer Co. That company is spending $1,000,000 a year for adver-
tising aspirin. They have a trade-mark which also protects them,
and there is no occasion for an embargo in this direction.

Now, gentlemen, as I said before, I am ready to answer any
questions that you may desire to ask me. I understand, however,
that there are several gentlemen here from the textile industries
who desire to be heard as promptly as possible, one gentleman
particularly, Air. Brehm of Philadelphia, who desires to leave on
the 4 o'clock train. If you will allow me I will yield to them. They
are really the people to be considered.

Senator McC UMBER. I will say to the witness that the chairman
before leaving asked me to proceed this afternoon, as he is busy.
He gave me a list of names and the order in which he desired them
called.- The next name on the list appears to be Mr. GeorgeDemming.

Mr. Mz.z. Mr. Demming is an attorney for some of these manu-
facturers.

Mr. DEMMINo. I would suggest that Mr. Brehm be called.
Senator McCuMBER. Very well. Then, I will call Mr. Brehm.
Senator LA FOLLETTE. Mr. Chairman, I shall want to ask Mr.

Metz some questions, but I am perfectly willing to defer doing that
until we hear the gentleman who wishes to get away on an early
train this afternoon.

Senator MOCUMBER. I thought Air. Metz had finished.
Senator LA FOLLETrE. No; -he is not through. I want to ask

him some questions and it will take some time.
Senator MoCumBER. We will hear Mr. Brehm then and after that

recall Mr. Metz

616



DYES EMBARGO.

STATEMENT OF WILLIA . BEHM, OF DRBUM STEVE , PHKIMA
DE A, PA.

Senator WATSON. Mr. Brehm, where do you live and what is
your business I

Mr. BREHM. I am in the dyeing business. I am a member of the
firm of Brehm & Stehle, Trenton and Allegheny Avenues, Phila-
delphia.

Lam also secretary and treasurer of the Reading Dyeing Co., Read-
ing, Pa., where we do job dyeing for the trade. We have been estab-
lied for about 15 years.

In my business as a master dyer I am a consumer of dyestuffs. I
aim here to oppose a licensing system. I am distinctly in favor of an
adequate protective tariff to protect the American manufacturers of
dyestuffs.

My opposition to an embargo or licensing system is based upon my
experience as a consumer of dyestuffs during the operation of the
system since its inauguration in this country. I have been using
American dyestuffs in my business wherever possible, but, under the
licensing stem, I have been forced to use them for other purposes
for which they were unsuitable. During the period from 1914 to 1919
our customers were satisfied with almost anything, but at the present
time they are very particular and exacting in their demands for
shades. Under the licensing system it has not been as easy to
obtain the colors that we required and which were not manufactured
here as has been claimed by the advocates of the bill. I will relate.
m personal experience along this line. One of the examples is as
follows.

On September 23, 1920, we applied to the War Trade Section for a
license to import 100 pounds benzo-fast-black L. After considerable
correspondence, the originals of which are herewith submitted .as
exhibits we received the license March 23, 1921, just six months
later. Passing the license on to the Grasselli Chemical Co. to import
these goods for us, they were received in Reading June8, 1921, eight
and ahalf months from the time of the application.

In the meantime we were not able to supply our customers with the
material we had previously used and had to make'substitutions, from
which we received considerable complaints.

Just at this time, on September 23, when we applied for the license
to import this 100 pounds of dyestuffs we were referred by the War
Trade Board to the American Dyes Institute of New York, to give us
the name of the manufacturers of a substitute. Under date of
October 7, they write us:

We regret that at this writing we are unable to give you the names of any domestic
manufacturers of these products, but we have included them in our inquiry No. 38,
issued to-day to all dyestuff manufacturers in this country, and any reply we receive
of interest to you we will immediately pass on to you.

That was on October 7 about two weeks after we had made applica-
tion. The War Trade Board at that time could not have had a
substitute for that color when the American Dyes Institute, to whom
we were referred, did not have any themselves.

After considerable correspondence we had to send the War Trade
Board a dye sample of stockings on which this benzo-fast-black L is
used. It is used to dye slates where tbA combination of silk and cot.-
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ton is used. In other words, the body of the stocking is silk, and cuff
and heel and too are cotton. This color is adapted to tbat particular
work because it dyes all in one shade at the same time. After that
we had to submit to the War Trade Board a sample of fast-black L.
Under date of March 23, 1921, the War Trade Board write us that:

Replyng to your favor of March 22, we inclose herewith allocation certificate No.
6267 for 100 pounds of benzofat-black L (Bayer) for which you applied on January
19,1921. W'e are at a lose to understand why the pontamine LL willnot do the samework as benzo.fast-black L and are taking up this question direct with the Du Pont
Co., as you maysee from the inclosed carbon of our letter of even date to them.Please note that the issuance of this allocation certificate must not be considereda precedent.

On November 10, 1920, we applied for 100 kilos of soluble blue 3
BB made_ by Oehler. At the time of making this application we
specified that this color has special properties that we required. Upto the present time we have been unable to secure such t license to
import this color. The War Trade Section claims that a satis-
factory substitute is being made here. The American Dyes Insti-tute, however, on May 16, 1921, advertised that the E. I. du Pont de
Nemours Co. are manufacturing a blue known as soluble blue R
and 3R, their representative, however, telling us not over three weeks
ago that neither one of these colors would give us the shade we de-
sie. I am submitting herewith te the le o tee h original letters
passing between the War Trade Sectio and our firm covering this

matter.fa(The correspondence referred to is as follows:)

WAR TRADE BOARD,tute, however, onMay6fr ias gtoa, Nor br 16, 190.

B orgsM & Co. re mnfcuigabu nw sslbebu

2Wnton and All3, i en Aentuie, Philadelphi , Pa.
GENTLEMEN: On November 10 we received your application for an allocation cer-tificate for 100 kilos of soluble blue 3 B, Schultz No.j u9, made by Oehler. On the

bottom of the application you have witten: "This color has special properties we
require."

You are probably aware that several American producers are manufacturing soluble
blues. Therefore, before we ca take definite action on your application, we must
ask you to advise us what special properties you require for your work. 1Kidly give
us information in as much d etai as possible. Upon receipt of your reply we shall bepleassd to giveefurther consideration to nour application.

matery rl, 'us

Verytrul, yorsWAR TRADE BOARD SEC'rON,
C. S. FIAWEB,Reesrh Ass istnt.

WAR TRADE BOARD,
s a&Sington, D. C.

GEN4TLEMEN: Replying to your favor of the 16th regarding our application for an
import license for soluble blue 3 BB would say this dye produces a very greenish
shade of blue and is very neceary for our trade. " c have been tring to obtain
this shade from domestic surces,but all of the samples we have tred out in our
laboratory have been too reddish and not suited at all for our work.

The nearest we have found was a blue Cy of National Aniline & Chemical Co. an d
in placing an order with them they advise us they can not deliver as they are not
making this color now.•

The soluble blue of Oehler has a peculiar greenish shade and is very clear color.
All of the others we have tested are fiata and reddish.

Again the price of this color is about $2.75 landed here and the domestic color
which has not the shade run from $5.75 to 812 per pound. _We trust our application will have your best consideration and await your reply.

Very truly, yours,

I
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WAR TRADE BOARD, DECMBER Ill 1920.
Washington, D. 0.

GENTLEMEN: With further reference to our letter of November 22, regarding soluble
blue 3 BB, which we applied for to import about 100 kilos would say we have been
trying to get a blue similar, but can not get any of the desired greenish and clear shade.

We are entirely out of this dye and need it for business on hand. Will you not
kindly give this your early consideration, and oblige,

Yours, truly, BREHM & STEHLE.

WVAR TRADE BOARD,

BREHM STEHL Wasington, December 18, 1920.

Trenton and Allegheny Avenues, Philadelphia, Pa.
GENTLEMEN: Replying to your favor of December 11, in regard to soluble blue 3 BB,

we must again call your attention to the fact that according to out information soluble
blues are now being made in this country on reasonable terms as to price, quality, and
delivery by several manufacturers.

Before we can give your application any further consideration we must ask that
you send us a detailed report concerning the American colors which you have tried to
substitute for German dye asked for. Please advise us wherein the properties of the
American dye fail to meet those of the German dye. Upon receipt of this information,
we shall be pleased to give further consideration to your application.

Very truly, yours, WAR TRADE BOARD,

C. S. HAWES,
Research AhiAtant.

WAR TRADE BOARD, DECEMBER 22, 1920.
WasMhington, D. C.

GENTLEMEN: Replying to your favor of 18th regarding the soluble blue that we
wish to import, would say that we have tried to get a domestic color from various
manufacturers, but up to the present time have been unable to get the shade we
desire.

We are sending ou, under separate cover, samples we have made in testing out the
color, and you will see from them that there are none that we could use. We desire
to cooperate with the domestic manufacturers, and if you can give us any further
advice would fe pleaded to make tests of any other blues, but in the meantime we
need material and would appreciate your giving this your early attention.

Yours, truly, BREAM & STER-LE.

WAR TRADE BOARD,

BEM & S LE Waington, December 28, 1920.

Trenton and Allegheny Avenue, Philadephia, Pa.
GENTLEMEN: Replying to your letter of December 22, we beg to advise that we

have received the five samples which you sent us and note that one shows the shade
of blue desired by you and that two of the dyeings are from colors received from
German importers and two from colors received from American producers. You must
of course understand that we can not consider the colors that you received from the
German importers unless you state that these colors are produced In the United States
and advise us as to the name of the concern which produced them. As there are at
least three other American producers besides the National Aniline & Chemical Co.
and the Calco Chemical Co., which have put soluble blues upon the market, we must
again ask you to secure samples from the other American producers.

We might state that we have made a special investigation of the soluble blues that
are now being manufactured in the United States, and from information in our files
we believe that there is no doubt but that you can secure an American product which
will give you the desired shade of blue. We again refer you to the American Dyes
Institute for information and suggest that you secure samples from all American
manufacturers who report production of soluble blues.

Very truly, yours, WAR TRADE BOARD,

C. S. HAwES,
Research Astawn.
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DECEMBER 27, 1920.
WAR TRADE BOARD,

Washington, D. C.
GENTLEMEN: Replying to your favor of the 23d, would say you have misunderstood

our letter of December22.
We s6nt you a sample of the greenish shade we desired and also the other samples (4)

which weredyed with domestic dyes. You may have taken it that the sample market
Kuttroff, Pickhardt Co. was a German color, but this is the only shade they can give us
of domestic manufacture. They have no foreign color, nor can they give us any.

However we have this day written the American Dyes Institute for information
they have, but we doubt if they can give us further information, as we have taken this
up With nearly all of the domestic manufacturers and with the result we gave you Inours of the 22dI.

Yours, truly,
BREHM & STERLE.

DECEMBER 27, 1920.
AMERICAN DYES INSTITUTED

820 Broadiay, kew York, N. Y.
GENTLEMEN: We have been referred to you by the War Trade Board for informa.

tion as to the manufacturers of soluble blues.
We want to obtain a soluble blue greenish shade similar to soluble blue 3 BB of

Geiseiheimers before the war, or Badische 3j blue.
We have obtained a number of samples, but they are all too reddish. Wodesiro the

greenish shade and must be clear color.
We trust you will be able to give us the information. Thanking you, we are,

Yours, truly, BREHM & STEItLE.

AMERICAN DYES INSTITUTE,
New York, January 17, 1921.IBREnM & STE--LE,"

Trenton and Atleghany Avenues, Philadelphia, Pa.
GENTLEMEN: Referring to your inquiry of December 27, 1920, for the names of

domestic manufacturers of soluble blue, Schultz No. 539, we would request that you
add to the list of manufacturers of this product already given you, the name of New
York Color & Chemical Co., 98 John Street, Now York City.

Very truly, yours, H. E. DANNER, Treasurer.

AMERICAN DYES INSTITUTE,

Messrs. BREHM & STEHLE' New York, May 16, 1921.

Philadelphia, Pa.
GENTLEMEN. Referring to your inquiry of December 27, 1920, for the names of

domestic" manufacturers of soluble blue Schultz No. 539, we would advise that we
are in receipt of information from E. I. au Pont de Nemours & Co., Wilmington, Del
to the effect that they are manufacturing two brands of soluble blue, which they call
du Pont Soluble Blue R and 3R, which they have standardized especially for paper.

Very truly, yours, 11. E. DANNER. Treasurer

No.-.
APPLICATION FOR ALLOCATION OF GERMAN DYES (BOTH VAT AND NONVAT DYES) FOR

CONSUMPTION DURING A SIX MONTHS' PERIOD.

READING, PA., September 23, 1920.
To BUREAU Ov IMPORTS, WAR TRADE BOARD SECTION

Department of State, Washington, D. C.
We hereby certify that the dyes hereinbelow described are the estimated require.

ments for consumption in our plant during a six months' period; and we hereby make
application for license to import the same for the following reasons (check reason In
paragraph I below or indicate reason in spaces in pa ph 2asmay be).

nobtainable from United States sources (check here), or (2) although obtain.
able from United States sources are not obtainable because of (a) unreasonable
prices (check) (b) unreasonable delivery ((neck) (c) inferior quality (check).
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We undertake and agree that all dyes of German orin which may be secured by
us pursuant to the rules and regulations of the War Trade Board Section will be used
by us for our own manufacturing purposes and will not be sold or otherwise dlspcod
kr xcept with the approval of the Bureau of Imports, and we furtheragree to promptly
inform the War Trade Board of the actual date of receipt at our plant of the dyes or
such part of them for which a license may be granted in accordance herewith.

If more than two dyes are needed securely attach list hereto.

Designation of dye. Schultz No. Pounds.

Brilliant benso violet B (Bayer) ...................................... Not iven ......... 800
Sambesi black D ........................). do . 600
Fstblsck L(Bayer) ......... t .......................... ..... do.... 80

If Schultz number is not found in Schultz dye table, 1914 edition, classify it pos-
sible under proper group as given by Schultz, or give complete detailed information
by which dye in question may Le identified.

.av•..... s~. t.. e ....... ... .. ... ..

(Name of eoporation, fim, or individual.)

(Na *me of *offle r autorizesd'to'sact o plcn

WAR TRADE BOARD,

READINo DyEINo Co., Reading, Pa. Washington, September 29, 1920.

GENTLEMEN: Referring to our application of September 23,1920, we beg to inform
you that an allocation certifcate can not be granted for the importation of Sambesi
Black D and fast black L German dyes, investigation having disclosed that these
dyes, or satisfactory substitutes are now obtainable in sufficient quantities from
domestic sources in the United States on reasonable terms as to price, quality, and
delivery to supply domestic re.uirements. On inquiry the American byes Institute,
320 Br6adway, New York, will inform you of the names and addresses of the domestic
makers of these dyes.

Very truly, yours, BUREAU OF IMPORTS,

By OuvE K. GREBE.

WAR TRADE BOARD,
Masington, October 4, 1920.

READINo DYEi o Co., Reading, n a.
GENTLEMEN: Referring to your application for an allocation certificate allowing you

to import Benzo fast black L, we wrote you that we were unable to grant you an alloca-
tion certificate for the reason that this dye is now being manufactured in the United
States on reasonable terms as to price, quality, and delivery. We have been reliably
informed that this is a fact and that the Quaker (ity Corporation, of rhiladelphia,
with an office at 15 William Street, New York City, are the selling agents for this
particular color. We are sending you this information for the reason that the American
Dyes Institute have advised us that they have no definite information regarding the
manufacturers of this particular product.

Very truly, yours, WAR TRADE BOARD SECION,

C. S. HIAWES, Research Assistant.

AmRCAN DYE INSTITUTE,

READING DyENG Co., Reading, Pa. ~New York, October 7, 1920.

SGENTLEMEN: We are in receipt of your letter of October 5, in which you ask for the
names of domestic manufacturers of fast black L and Zambesi black D.

We regret that at this writing we are unable to give you the names of any domestic
manufacturers of these products, but we have included them in our inquiry No. 38,
issued to-day to all dyestuff manufacturers in this country, and any replies that we
may receive of interest to you we will immediately pass on to you.

However, for your information, we would advise you that we have in our records
the following products:

Zambesi black B. H., Norton No. A-49, made by National Aniline & Chemical Co.,
21 Burline SliD. New York City.
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Zambesi black V, Norton No. A-55, made by Newport Chemical Works Passaic,
N. J., and National Aniline & Chemical Co., 21 Burling Slip, New York (offer subasti-
tute to be ready Sept. 15, 1920).

It may be to your advantage to communicate with the above-mentioned firms.
Very truly, yours, I. E. DANER, T .

AoIERICAN DYES INSTtl'Ur,New York, October 20, 1920.

READING DYEINO Co., Reading, Pa.

GENTLEMEN: Referring to your inquiry of October 5 for domestic manufacturers of
Benzo fast black, Norton No. A-169 we would advise you that National Aniline &
Chemical Co., 21 Burlin; Slip, New York City, and Newport Chemical Works (Inc.),
Passaic, N. J., offer their dirt black, as beinr, equal in all respects to Benzo fast
black.

It may be to your advantage to communicate v'th these two firms.Very trul,our,S y, yours, I. E. DANNEi, Treasurer.

WAR TRADE BOARD,
WCashington, January 27, 1921.RE ADING DYEINO Co., Reading, I~a.

GENTLEMEN: Referring to your application of January 19, 1921, we beg to advise
ou that an allocation certificate can not be granted you for the importation of Benz*

fast black L German dyes, investigation having disclosed that a satisfactory substitute
for this dye is obtainable in sufficient quantities from domestic sources on reasonable
terms as to price, qualityand delivery to satisfy domestic requirements. On inquiry
the American Dyes Institute at 30 Bradway New York, will inform you'of tho
names and addresses of the domestic makers of the substitute dye.

Very truly, yours, BuREAU OF IMPORT3,

By L. J. ROBINsoN.

W.AR TRADE BOARD,
R'adiinglon, February 19, 1921.

READINU DYEINo Co., Reading, Pa.

GENTLEMEN: Replying to your letter of February 7, 1920, in regard to Benzo fast
black L, we have examined the sample dyeings you sent with much interest and
must confess that the American product. that you have tested do not seem to do the
work of the Bayer product. V, e note, however, that you have used Erie gray At
made by t - National Aniline & Chemical Co. According to our information, the
dye which they claim may be used in place of the Bayer product is known as Diazine
back DR. Will you kindly advise us whether you have tested this American product'
'Since writing you we hive ao learned that th6 Du Pont Co. manufictute Ponta-

mine fast black LL, which we understand is the same as the Bayer product known as
Benzo fast black L. Will you kindly advise whether you are familiar with both of
these domestic dyes? Upon receipt of your reply we will take prompt action in
reward to you r application.

Regretting that there has been any delay in this matter, and assuring you of our
cooperation, we are,

Very truly, yours, WAR TRADE BOARD,

C. A. HAWES,
Research Auistant.

FEBRUARtY 25, 1921.
WAR TRADE BOARD,

Department of State, Washington, D. 0.
GENTLEMEN: Your letter of the 19th instant, relative to our application for an

allocation certificate for the importation of Benzo fast black L, duly received and
following out the suggestions we herewith inclose sample dyeinge with Benz fast 6lack
L and D u Pont Pontamine fast black L L, which we believe will speak for themselves.

We want this product not for blacks but for grays, something that will go on the-
cotton and silk fibers alike, and so far as our knowl dge goes Benzo fast blac L is the
only product that will so act. National's diazine black D R is much more unsatis-
factory than Erie gray M or Pontamine fast black L L.
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In view of the foregoing, we trust you will now see it possible to issue a certificate

without delay, as we are in urgent need of the Vroduct.
Thanking you for your consideration and awaiting your favorable reply, we are,

Yours, truly, READING DYEING Co.

WAR TRADE BOARD,Washington, March 1, 1921.

READING DYEING Co., Reading, Pa.
GENTLEMEN: We have read your letter of February 2.5 with much interest. Inns.

much as the Dupont Co. has ad ised us that their Pontamine fast black LL is identical
with the Bayer product known as Benzo fast black L, we are at a lose to understandwhy you do not secure the same results with both dyes.

Under the circumstances we believe It would be advisable for you to send us a
sample of the Benzo fast black L that was used on the half silk hose that you sent us.
We would like to make tests on our account, after which we will be pleased to give
further consideration to your application.

Very truly, yours, WAR TRADE BOARD,

C. 8. 11AWES
Rearcl Assistant.

MARCH 3, 1921.
WAR TRADE BOARD,

Department of State, Washington, D. C.
GENTLEMEN: In response to your letter of the lot instant, by Mr. C. S. Hawes,

we inclose herewith product samples of Bayer's Benzo fast black L and Dupont's
Pontamino fast black LL, such as were used in dyeing up the silk hose sent you on
February 25.

Upon receipt and testing of these samples we will be glad to hear from you further.
Yours, truly, RADINo DYEING Co.

WAR TRADE BOARD,Washington, Mardi I1, 1921.

READING DYEING Co. (INC.), Reading, Pa.

GENTLEMEN: Referring to recent correspondence in regard to your application
to import 100pounds of Benzo fast black (Bayer), we are at a loss to understand how it
happens that Pontamine fast black LL, which the producers claim is identical with the
Bayer product, will not do the same work. As we understand that there is some
difference in the method of applying this color to cotton and silk, we are writing to
ask you to advise us just how you applied the Pontamine fast black LL. Upon
receipt of this information we willtake prompt action on your application.

Very truly, yours, WAR TRADE BOARD,

C. S. IIAW!,4
Remrch Assistant.

MaRCH 22, 1921.
WAR TRADE BOARD,

Department of State, Iashizgton, D. C.
GENTLEMEN: We have your letter of the 21st relative to our application to import

Benzo fast black L, and in reply would state in d'eing up the samples sent you on
February 25 last the same procedure was followed in each case, but with an entirely
different result, which conclusively proves that Pontan-ine fast black LL is not a
satisfactory substitute for Benzo fast black L.

The Da Pont people in submitting their sample to us did not mention any special
or peculiar way in which their product should be applied, and should any special
handling be required we believe they would have so notified us.

It seems somewhat strange to us that we should have so much trouble in procuring
an import license for this product when we know of at least two of our competitors
who Kavo brought in' much larger quantities of this product than we are asking for
a license for, and as a ronsequonce our trade is leaving us, as we are unable to meet
the requirement.

In view of the correspondence we have had and the samples submitted, we believe
a favorable response to our application should now be granted.

Yours, truly, READINGO DYEINGO CO.
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IVAR TRADE BOARD,

READiNo DYEING Co, Reading, Pa. W Mc , 191.

GENTLMuEN: Replying to your favor of March 22, we inclose herewith allocation
certificate No. 6207 f6r 100 pounds of Benzo fast black L (Bayer) for which you applied
on January 19, 1921. We are at a loss to understand why the Pontamine fast black LL
will not do the same work as Benzo fast black L and are taking up this question direct
with the Dupont Co., as you may see from incloeed carbon of our letter of even date
to them.

Please note that the issuance of this allocation cirtificate must not be considered a
precedent. If our investigtions prove conclusively that the Pontamine fast black
LLis Identical with the German product, future applications for this color will be

refused.
Very truly, yours, WAR TRADE BOARD,

V. S. HAWES,
Research A8istant.

MARCH 23, 1921.
E. 1. DU PONT Da Nimouns & Co.,

Wilmington, Del.
GxNTEmEN: We have recently had some correspondence in regard to an applica.

tion for 100 pounds of Benzo fast black L. I wrote you on February 26 in read to
this color and you replied on March 1, your file 3065-WVR. Further correspondence
with the applicant brings the following information, dated March 22:

"We have your letter relative to our application and in reply would state in dyeing
up the samples sent you on February 25 last the same procedure was followed in each
case but with an entirely different result, which conclusively proves that Pontamine
fast black LL is not a satisfactory substitute for Benzo fast black L.

"The Du Pont people in submitting their sample to us, did not mention any special
or peculiar way in which their product should be applied and should any special
handling be required we believe they would have so notified us."

On the strength of this letter and the fact-that there has been some delay, we have
issued an allocation certificate for a special purpose, but have informed the applicant
that he must not consider this a precedent.

Very truly, yours, WAR TRADE DOAUD,

C. S. HAwEs,1?eear Assistant.

Mr. BRFHM. That application has never beeii granted, and I gave
it up as a bad job and consequently did notgo any further with it.
I have a letter from on6 of our customers, lor om I have been
dyeing for 32 years, who used this particular blue on their goods.
They complain because we can not give them the color because of
the refusal of the War Trade Section to grant us the license.

(The letter referred to is as follows:)
PHILADELPHIA, PA. July 80, 19UI.BREHM & 8SRELIC,

Trenton and Allegheny Avenue#, City.
GENTs: Pleae advise us at once in regard to your aniline blue shade on cotton.

We are having daily complaint on this color. Have been in business some 30
years, and previous to the war never have had any on this shade. Must insist on
this being as formerly was. An early reply will oblige.

Yours, etc., , TINKLR & Co. (INe.).

Mr. BwEEm. The illustrations which I have given of the embar-
rassments and delays .in efforts to obtain foreign dyes through a
lins system dmintered by Government agencies are notisolatedor rare.

I could mention a couple of more facts with regard to one color
regarding which I had considerable correspondence with Mr. Iser-
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mann, one of the witnesses who appeared here the other day, and
eventually we secured an application for 50 pounds of fast aoc violet
10-B. ar. Isermann wanted a sample of the dyestuff, of the German
dyestuff, and I refused to give it to him and told him that if he had
any proof that I was wrong to make his complaint to the War Trade
Board. However, the War Trade Board granted my license and I
was given 50 pounds. We use only a very small quantity of this par-
ticular color for shading purposes. At certain times when you are
dyeing a shade, possibly ialf an ounce to 100 pounds of material, you
must throw your color one way or the other, and it was this particu-
lar color I had to have; otherwise, if I used something else, it would
possibly spoil the other three dyes that I used for producing this
shade.

Senator DiLLaNO Am. As I understand you, your real objection
to the embargo is the difficulty that you and men in the same line
of business with you have experienced under the licensing system
under the present law.

Mr. BEEHi. Yes, sir. Our experience does not stand alone. I
have learned from other consumers of dyes that they have had the
same trouble.

We must have dyes for special purposes at once. Trado and
seasons will not wait six or eight months and every time we need
special dyes we do not want to be compelled to go into court to get
them. As an example of the danger which this means to our business,
I cite the following:

One of my customers handed me a letter from a New York cotton-
goods importer, offering yarns spun and dyed in Germany cheaper
than they can buy the yarn and have it dyed in this country, and
offering to make delivery within six weeks' time.

It can readily be seen that if we are compelled to wait from six
to eight months in order to get our necessary foreign dyes, through
a licensing system, we can not compete in the matter of delivery
with foreign houses, who offer to deliver the yarns already dyed
within six weeks. The textile manufacturers of the United States
must have colors equal to the best of foreign goods- otherwise, the
consuming public will ask for imported goods to the detriment of the
American textile manufacturers.

Senator MoLA.. Do you mean to say that these yarns were
offered at a price less than the dye would cost I

Mr. BR1HM. No; the yarns were offered already dyed landed in
New York cheaper than we can buy the southern yarns and have
them dyed in Philadelphia. We just take the yarn in the gray and
put the color on that.

Senator LA FOLLETrE. Are the cases of delay which you have cited
the only cases you had delay in ?

Mr. BREu. No sir; I have had several other applications. I
never went any further with it. I simply had to make out the
best I could with the substitutes I could get hold of.

Senator LA FOLLErTE. Did you have such delay in all casesI
Mr..BREHM. I have had other delays.
Senator LA FOLLETE. That caused you to abandon the attempt

to get them by licenses through the War Board?
Mr. BiHM. Yes, sir.

4625



Senator SMOOT. Did you ever have any stock come in through
license that, after its aiival, you could not use on account of the
lateness of its reaching you ?

Mr. BREHM. No, sii; I had no cases like that. I never applied
for any special colors like that. We did apply for some of a certain
color made by the Badische concern, and the War Trade Board
refused the application, claiming we could get it from the Newport
Chemical Co. or from the Du Pont people. We wrote them back and
told them that the Newport's color was too red for our use and the
Du Pont color was too flat. They still refused the application, and I
wrote back and told them that I had understood that other people
were getting the dyestuff in, and why pick on us? They allowed
us a 500-pound barrel. But all those things take time and cause
delay.

Senator MCCUMBER. It does not take any time to bring in the
yarns that are already colored? That is one of the bad features.
They delay you in getting the colors?

Mr. BREHM. From six to eight months.
Senator MCCUMBER. But they do not delay bringing in the yarns

colored with the same dye?
Mr. BREHM. No, sir.
Senator SMooT. From Germany or England or any other country?
Mr. BREHM. They are German manufactured yarns of fast color

for towel manufacturers. They use certain standard colors. *They
can bring those colors over, and if one manufacturer can use them
another can. They arepractically only blue, pink, gold, and violet.

Senator MCCUMBER. Do you know of any method by which all
this trouble could be overcome as long as you have a license system?

Air. BREHM. I do not. That is why I am in favor of a tariff and
putting a tariff on that would protect the manufacturers of dyes.
That Iam heartily in favor of.

Senator LA FOLLETrE. You are not a manufacturer of dyes your-
self?

Mr. BREHM. I have absolutely nothing to do with it at all. I am
a consumer.

Senator SMOOT. You are not objecting to a sufficient tariff?
Mr. BREHM. I am not objecting to a tariff; no, sir. I approve of

a tariff. I am objecting to the licensing system.
Senator WATSON. Did you ever come before Congress before the

war to fight a tariff on dyesI
Mr. BREHM. No, sir. This is my first appearance before any

committee, either of the House or Senate.
Senator SMooT. There las not been very much of a tariff at any

time on dyes, I will say to the Senator.
Senator WATSON. No; but there has been a terrible fight kept up

against a tariff being put on dyes for a great many years.
Senator SMrOOT. Yes; that is true.

STATEMENT OF HEUMAN A. METZ PRESIDENT OF THE CONSOLI-
DATED COLOR & 0HEMRIOAL CO.-Resumed.

Mr. Merz. Lot me just touch on the statement this morning with
reference to naphthalene. Crude naphthalene is free and always has
been free, and always will be, because it is a waste product. But the
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refined naphthalene is not free; and that is what we have got to use.
So the interruption.with reference to naphthalene was simply another
misstatement, and nothing else. I should have said refined naphtha-
lene instead of naphthalene.

Imight say, also, in regard to Senator Watson's statement just now,
that you will remember that the gentleman who was most active in
keeping alizarine and indigo on t e free list is the man who is now
with the Du Ponts trying to put a duty on. He was the man who
went around among the textile manufacturers getting petitions
signed with reference to it. Senator Smoot knows him.

Senator SMooT. I have known him for 30 years.
Mr. M.n. He never shows up in public.
Senator WATSON. I do not know anything about him.
Mr. Mrz. I am trying to tell you something about him.
Senator LA Foz.LLrY. Have you anything further to say, Mr.

MetzI
Mr. Mz-rz. No sir. I am going to answer any questions that you

desire to ask. I trust that other manufacturers will be put in the
same position and have to answer questions. I am willing to be. put
under oath and give the facts. Let us get the facts.

Senator LA F&LLrffE. Who are the largest manufacturers of dye-
stuffs in the United States ?

Mr. N[z. FormerlyI
Senator LA FOLLETFE. Now.
Mr. Mzz. To-day, the National or the Allied, as they call them-

selves in the new combination, and the Du Ponts.
Senator LA FOLL'TIE. What is the correct name of the National?
Mr. ML=n. The National Aniline & Chemical Co. It was the old

Schelkoff plant in Buffalo, and now combined with the National
Aniline are the General Chemical Co., the Semet-Solvay, of Syracuse,
the General Chemical Co., which are the big acid crude chemical
manufacturers, and the Barrett Manufacturing Co., who mnke coal-
tar products. They are coal-tar distillers.

Mr. DEMmNo. There are nine of them altogether.
Senator IA FOLLETIE. Let us get them right.
Mr. METz. There may have been nine of them. The National

Cornp any itself combined some other plants before it went into this
combination-combined the Beckers plant, the Cassella Co., the
Benzol Products. Four big ones now constitute the Allied Chemical
Co., and it is a perfectly proper combination, because it is on the same
lines as the German combination.

Senator McCumBER. What do you mean by saying it is a proper
combination?

Mr. Mwrz. They control it from the raw material u
Senator MOCUB ER. That combination is able t control the

market?
' Mr. Mmn. Yes, sir. It would be, eventually. That is what I am

afraid of.
Senator McCumBER. Do you call that proper I
Mr. MFTz. I would call it so from the industry point of view.

The industry to be compact, must have all its elements controlled
the same as die Germans did. What they do after they are organized

812-22--D z-19
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is another thing. But I say it is proper -to have a plant making
these things on a large scale and to control these various steps.

SenatorMcCUMBER. What you mean is that it is proper in order to
make a great success of the Allied Co. I

Mr. MY.TZ. I am not criticizing it. That is what I mean. It is a
proper step toward a great industrial concern. •

Senator MCCUMBER. It might not result beneficially to the public?
MAir. METZ. That is another proposition.
Senator LA FOLLErrE. What proportion of the 80 per cent that is

now manufactured in this country of the dyes that are used, as I
understand it, is produced by the Allied Chemical Co., approximately?

Mr. Mrz. That is hard to say, because there are so many bulk
colors. Take the direct black and the sulphur black and the indigo.
Fifty per cent of all is used in this country.

Senator SMOOT. That is, in pounds?
Air. METz. Yes, sir; I am speaking of poundage. Either one of

three or four plants here could supply the country with direct black,
and on sulphur black they could do the same thing. We ard over-
supplied; that is what I mean.

Senator IA FOLL-ETFE. That is the result of-
Mr. M=rz. Export trade which they had heretofore, because of the

shortage in the rest of the world.
Senator LA FOLLETTE. And the embargo which the war Caused?

- Mr. METZ. And manufacturing here for the rest of the world, which
trade we can not retain entirely, in the nature of things.

Senator LA FOLLETrE. Next to the Allied Chemical Co., which isthe largest ?Mr.E.Tz. I should say the Du Pont make the next largest num-

ber of things. That is entirely new, since the war, as far as colors
are concerned. The other plant hias been here for 30 years and made
a very good Blie of colors before the war.

Senator LA FOLLETMr. Those are two of the largest producers, and
you have named them in the order of their production I

Mr. METz. Yes, sir.
Senator LA FOLLETI.. Name two or three more.
Mr. METZ. Then there is the Grasselli Chemical Co., the dyestuff

department.
Senator LA FOLLErr. That would come next, in your opinion?
Mr. MErZ. It should come next, because they are very well equipped

for this class of work and a very good able concern to establish the in-
dustry, because they also have the acids. They are a very significant
factor in the industry.

The next is the Newport Co. I put them next because they also
control crudes by having coke ovens in Milwaukee, and they made
a lot of money out of phenol during the war. They had ample
money to put into it from the coal-tar business.

The next would be between my own plants, the Calco Chemical Co.,
and Sherwin-Williams and then the smaller ones, down to the plant
that the Swiss bought here, which is a Cincinnati plant.

Senator LA FOLLITE. Have you been in attendance on the hear-
ings before this committeeI

Mr. METz. I was here several days this week, and I was here two
years ago. I have heard most of the testimony.

I I I
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Senator LA FOLLETTE. Do you know whether these large chemical
companies have appeared hero? -

Mr. METZ. They did not. They let Mr. Choate appear for them,
usually. Counsel appeared for the Bayer people. Mr. Howard ap-
peared for most of the heavy chemical makers as the chairman of the
Manufacturing Chemists' Association, of which I am also a member.
I am a member of all of these organizations and have been for years.

I suppose that the best estimate I can give you on the size of the
plant would be the basis of assessment I gave you by the dyes insti-
tute, giving all the assessments and the proportion in which they are
assessed by their executive committee. That is based on their out-
put. I think I am fourth or fifth in the list.

Senator LA FOLLETTE. Have you that listI
Mr. METZ. I gave it to you. Ido not think I got it back.
Senator MCCUMBER. It was given to the stenographer, was it not?-
Mr. MEzZ. I am not certain. I do not believe I got it back.
Senator MCCUMBER. It was put in the testimony, I am pretty cer-

tain.
Senator LA FOLLETTE. I am not certain, Mr. Chairman.
Mr. METZ. If that particular list was not put in, it is here, giving

the proportions of the assessment and the total, and simply showing
approximately the size of each of the concerns. They are not all on
the list, but it is practically a fair list.

Senator LA FOLLETTE. I-think I have found it; is that it[handinga
paper to the witness] ?

Mr. MLrz. That is approximately correct; at least, in the judgment
of men who ought to know something about it.

Senator LA FOLLETTE. Will you read from that list a half a dozen
of the highest assessments I

Mr. Msrz. All right, sir. First the National Aniline & Chemical
Co., 21 per cent. Then we have the Du Pont Co, assessed 20.5 per
cent. Then the Newport Chemical Co., 8 per cent-

Senator WATSoN. What do you mean by that?
Mr. METZ. Out of a hundred or a thousand. They figure their

points here. That is how they get it. It is a sort of a criterion of
the size.

The Grasselli Co. is 6.1 per cent. Then the Butterworth-Judson
Corporation, 0.02. The Ault & Wiborg-that is the one the Swiss
bought-is 5 per cqnt.

The Atlantic Dyestuff Co. is only 0.02 per cent. I am down for
4 per cent. The Consolidated Chemical Co. is one of my plants.
The Dow Chemical Co. is 3 per cent-

Senator WATSON. The Tariff Commission has made out a complete
list showing the percentage of each company, has it not?
. Mr. METZ. This is an assessment by the Des Institute. This is
not official. It is by their own little coterie.

Senator SmooT. They do not all belong to that?
Mr. METZ. No, sir. Sherwin-Williams is 3J per cent. That is

about the basis of the larger ones.
Senator LA FOLLTrE. -You might put the entire list in the record.
Mr. ME Z. That is the percentage.
Senator LA FOLLETTE. Have you the amounts here?
Mr. MET. I have the amounts here of each one.
Senator LA FOLLETTE. Put that in instead of the percentages.
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(The statement referred to is as follows:)
AMIzCAN DYES INSTITUTE.

Finandil *talment as of Jan. 1, 1921.

ASSETS.
Bank balance and petty cash ........................ I*... .$20, 170.14
Accounts receivable (ma per attached sheet) .......... 27, 298.17

47,468.31
LALDIUITIE8.

Accounts payable (as shown below) ................................... 21,864.25

25,604.06

David L. Dehnan .......................................... 35.61
General Fireproofing Co ................................... 88.00
Knickerbocker Ice Co ............................................ 3.24
John 0. Mohair (printer) .......................................... 55.75
The London Times ................................................ 11.20
Western Union Telegraph Co ....................................... 1.15
Crystal Spring Water Co ........................................... 2.00
Evarts. Choate, Sherman & Leon ................................. 21,505.01
Geo. F. Of ................................. .................... 2.00
William E. Rudge (printer) ........................................ 22.82
The Clinton Press .......... ............................. 137.47

Total ......................................................... 21864 25
Nsw Yovor, February 24, 190'1.

Examined and found correct.
BARROW, WADE, GUTHRIE & CO

Auditors.
INCOME AND EXPENDITURB ACCOUNTS, JAN. 1 TO DEC. 31, 1M0.

Amount brought forward from 1919:
Bank balance-

New York ...... ...................... $3,548.81
Washington . .......................... .. 1,111.59

Petty cash balances:320 Broadway .................... o.............$. K3
130 West Forty-second Street ................... 22.56
Washington .......... ................... 4. 74

98.63
$4,759.03

Income received:
Annual dues. ................................. 8, 50.00
Assessments for 1920 .................................. 54,085.93
Assessments for 1919 ................................. 4,375.00
Assessments for trans. Fr. report. ...................... 85.00
Bank interest ......................................... 223.26
Assessments for expenses, Yams Farms meeting........ 995.07
Speci assessments, 1920 (attached schedule).. ..... 53,935.00

Sundry income:
Check returned from Library Bureau........... $72.60
From furniture sold ............................. 2. 40
Closing Washington bank account ............... 276.45
Closing Washington petty cash account .......... 75.93
From ventilators sold ........................... 12.00
Deposited in Washington (Mr. Corwine) .......... 74.76
Refund on Yama Farms meeting expenses ....... &.12
From Mr. Corwine, to offset charges paid by

institute.................................... 3.03
548.99 122, 748. 25

Total .... ....................................... 127,507.28
Les refund to embers of amounts overpaid...................... 2,404.53

Net total ............................................... 125, 102.75
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EXPENDITURES.
Salaries:

Clerical ............................................... $4,125.78
H. E. Dinner ......................................... 3, 5W.00
W. R. Corwine ........................................ 7,500.00
Counsel, A. L. Eddy .................................. 51,000.00

Meeting expenses (monthly meetings and luncheons) ........ 2,443.43
Printing, stationery, office supplies, and sundry office ex-

penses ................................................. 1,765.82
....... ...... .................................. 615.68_ L ltive expenses ....................................... 70, 464.33

Dinner, National Association of Cotton Manufacturers ....... 40.00
Rent ..................................................... 3,251. 65
Telegrams and telephone ................................ 460.10
Furniture and fixtures .................................. 883.8
Installation expenses (partition in office, 130 West Forty-sec-

ond Street) ........................................... 434.00
ChristmV t ............................................ 65.00
Moving expenses ........................................... 162.29
Contribution to building fund, Chamber of Commerce ....... 200.00
Auditor, Barrow, Wade Guthirle & Co ....................... 200.00
Premium on bond for Mr. Danner ........................... 50.00
Publications and subscriptions to trade journals ............. 846.69
Typewriter repairs ........................................ 4.20
Pess translations and clippings ............................. 907.55
Dues and membership fees in other associations .............. 110.83
Traveling expenses ........................................ 87.21
Expenses at cotton convention ............................. 88.88
Chemical exposition..: .................................... 1,261.50
Cables ..................................................... 177.72
Expense, Mr. Eddy's death (flowers and engrossed resolution). 76.21

e ........................................................ 37.68
Towel service .............................................. 26.40
W ater ..................................................... 20.70
Bank exchange ............................................ 1.54
Sundry expenses, uptown office ............................. 123.96$$104,932. 61

Net income ..................................................... 20,170. 14

Bank balance ......................................................... 19,261.50Petty cah:
K2 Broadway .................................................... 41.56
130 West Forty-second Street ..................................... 169.42
31r. Corwine's Washington account ................................. 697.66

.Total .......................................................... 20,170.14
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Account. receivabte as of Jan. 1,19,1.

Ass- Assess. Ases
Member. men t et,

en third' fourth a * 'rtal.firtst er """lu nb
quart 1.qtuarter,1920.' 1

American Aniline Products (Inc.). ........ 83500 1,00 $1,42500
Atlantic DyestuffCo .............. 8 7.0 .0 37&.00 1,4000 2,Oft00
Atlas Color Works .................. .. ....... ... ... ot"o w 37.501 XOD 1.50
Butterworth-Judson Corporation... ............. . 00 373.00 37&.00 1,750.00 3,250.00John C'ampbell & Co ................ ..... ... ....... ....... 32U0 1, ?0 0,750 00 1,9,70& 00
Cer tified Ch emical Cor'porat ion ..... ........ .... ::.... 75 ......... MOD0 177.50Commonwealth Chemical Corpora- 1

ton .............................. ........ ........ ...... 10.00 1,9OD0ico v.d Co.(................................... ........ .. .. 1,0501 21.00
Dow chemk Co .......... ..... ..... ..... ....... .. 2 2,00. 2,100 O
Dye Products and Chemical Co ..... 2 ........ '. .......... .. . ........ 210.00
Essex Anine Works (Inc.) ........ ........ I 7 3700 37.00 52U00 2,27&00
Gaskill Chemical Corporation ....... ........ 7................... 7& 00 140. 00 21&00
Holland Aniline Co ................. ........ 280.00 280.00
Holday-Kemp Co ................ MO....... 350.00
Hydrocarbon ProductsCo.............. .250.00 7,.00j 37.5 . ' 140.00 40.00
Monsanto Chemical Works................ . . . . 1, 750. 1,750.00
Naugstuck Chemical Co ................ ......... MOD....700.00 700.00
Peerless Color Co ............................................. 350.00 3,0.00Sherwin-Wllams Co ....................... 0
TransatlanticChemical Co .......... 5000 5.00 37.. 37.0 2,8 0000 ,80.0
United States Color & Chemical Co, 300.00 1 0.00 15D0.00 280.00 880.00

Totaj .................. M 00 75a00i 2,700. O ,,7. ,287.50 17,18&00 24,560.00
Chemical Foundation (Inc.) ............. 2........7......... ............ 17 2,73 1I27,29&_1_

I Billed Dec. 9, 1919.
2 Billed Jan. 5, 1920.

Billed Apr. 20, 1920.
SBilled July 20, 1920.

' Billed Oct. 14, 1920.

Income from Jan. I to Dec. 81, 1920.

Member.

Aithouse Chemkal Co .........
American Aniline Prod ucts(Im.)
Atlantic Dyestufl Co.
A &Wb Co ..............
Atlas Color Works (Inc.) .......
The Barrett Co .................Butterworth.Judson Corpora.

tion .........................
John Campbell & Co.
Calco Chemical Co.........
Certified Chemical Corporation..
Chemical Co. of America ........
Commonwealth Chemical Cor.

poratlon .....................
C6nsol/dated Colors &,Chemic~as
Dicks David Co (Ine.) .........Dow Chemical &o ...............
E. L. du Pont de Nemouis & Co.
Dye Products & Chemical Co...
Essex Aniline Works (Inc.).
Grasselli Chemical Co .........
Heller & gers Co .............
Holland Aniline Co ...........
Holliday.Kemp Co .............
Merrimck Chemical Co .........
Gaskill Chemical Corporation...
Metals Dbsintegratln Co ......
Monsanto Chemical Works.....
Oeo. H. Morrill & Co ...........
National Anlline& Chemical Co.
Naugatuck Chemical Co ........
Newport Chemical Works (Inc.)
Organic Salt & Acid Co ........
Peerless Color Co ...............

I Billed Dec. 9,1919.

Assess-
Assess Iles, Asses. ment for Yams

men for 17s ment for transfers farms
1919.' 1920. from expenses.

report.'

2500 1,123...... .... ........
6750. 00 250.00 ........ ...... $110.86

.......... M 00 ,5oo . ......
.00 250.00 112.50.......... ....

1, 25&00 2 5.00 1, 87&'00..........1068"
.,7 D 2&O ..........i " i 6 " .......... ..........1,373.00 2,50.00 11.0

... 2... 50.00 67&00...............
25.0 2,250.......... .......

.......... ...0 .00 . .
2000 2000 4500.......... 109.38

2O5.00 250.00 1500oD. ........
250.00 3,000.00..........
S20.00 67& 00...............

.......... 250.0 2,25.00. "'.. :.

.......... Oo11,31.25 82& 34. ...

. 50.00 300.00......................... x o ! ... ...... .................. sc 6.......... a 4675.00 233 219.90
......25a.00 1,687.50 .................

.......... 2 00 0 00

.......... O e00
200 75.0..........5M0 M0 1.8
250.. .. 00 225.00.......

25.0 250.00D 112.50............
2........ 2a00 9 00 .... ..........

.......... 20.00 9,750. 00 M 22&27

.......... M, 00 ....00.................
.......... 00.00......... R ............ 200.......... Ma.'00 f.' :::::::2:

' Billed June 23, IM0.

assess-
ment for

1920.

6'210. 00

2,.00...

2,800

,..........

4,900.0

2,80000
... ,.......

700.01M... ,.......

... ,......:

..........6,60.00

632

Total.

$70.00
1 37& 00
1,110.88
1,750.00

12.50
6, 55.06

1, 625. 00
92.00

,700. 00
382. 0

1,584.38

'925a.00WT& OD
2,500.0

23,709.69

54.68
9.97& 13
4, 737.6C

SA 0035S0.00
J, 7.51. 49

47&00
6iZ50

1, 1000
400. 0

27,754.50

11,904. 68
250.00
65000

I Billed Oct. 11, 1920.
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Inoomefrom Jan. I to Dec. 31, 1920--Continued.

Assess-
Assess- D Assess- meant (or Yams special

Member. meant for meant for transfers farms "xes* Total.Member.men (etorr19
1919. 1920. from expenses. meat for

report. 1920,

Sberwn ..W.i .......... 8 D $1,79. . ......... $19A68
Tower ManufacturtIni Co ........ . 260.00 45 .......... 0 1,400. 00United States Color & ChemicalI

Co . 2 50 0 ... * . ... 2500
Nprt *o * .. 154.68. R 8

To tal............ $4,37& 00 8, 0% OD0154,0&1% 93 SU5.00~ W9&07 63, W0 121,978.00
B ank interest ................... t.......... .......... 223.25
Sundry income 548.................. .......... 5 99
Amount brought forward from .... .4,79.03

Grand total............................. .. .......... ......... 127,W7.28

Mr. ME._, The disbursements of the Dyes Institute which Senator
Smoot read into the record showing that 75 per cent went to counsel
fees I have brought with me because it was asked for. I suppose
that the institute itself could give it to you just as well. It gives
detailed expenses, office expenses, salaries, and everything else.

(The statement of disbursements referred to is as follows:)

Detail of legi8latihe expenses for period of Jan. 1 to Dec, 31, 1920.

January. IFebruary. March. April. June.

Tips, mesls hotel et ..................... $150.73 8110 38 $13&19.........$41C.77
Stenographic wor......................... I 54 612 &06 .......... 232 34
Poste ................................. 8.22 2.11 17.47 .......... 27.11
Telephone and telegrams .................... 11.69 4.80 2.07 .......... 38. 28
Sundries . ............................. 3.00 7.16 1.10 .......... 980
Public Painter....... 42. 41 ..........................
Congressional Record and publications ............... 17.50 1360 178.5 $1&77 99.49
Hotel is .......................................... 991.37 1,911.42 1,18 0.0 ........ 2,902.54
SUpples ,qstals, and envelopes ............... 240.00.. .......................
P l ting,p otography,ft .......tc .................. 176.6 . .............................
Co-Bown C6., various expenditures Incident to

dtribution o A. D . pamphlet .................. 33 75 ......... 839.18 ..............
PresspplngService(IL Ronelke... ....... ......125.00& OD1.0.............
B. Brown, expenditures incident to circularzing

done by legislativo committee................... . 12
Ariclo prepared and )ublisbed by Mr. Adams in

oener Fderation M M 3 ...................... 29.............................
Rapid Addressiln Machine Co., suppilng, printing,

addressing, and mailing pos als and envelopes mn
onnectondyestuffhearings...................... -459.82 ....... 100.00.

Traveling expenses .............................. 38.94 ......

u Novem. Decem-
J I October. ber. ber.

Tips, meals hotel taxi, etc ............................................. 61
STenogrphie wora ....................................... ............... .175

Congressional Record and publications .............. ......... ............. .00
hotel bills ..................................................... 21.00.......... ...... 0& 45

supplies postal and envelo ......................... .......... . . ..........
Evartsgolsoateherman & Leon........................................
Covin..on &Krl.ng............................1......... 9 ...........
Check closing Washington count ................... 35.35.......... . .........
Evarts, Choate Sherman & Leon, fee to Jos. 11. Choate, Jr., up

to Oct. 10, 1 0 ....................................................... $2500.00 ......... ....
Judge 1. Harry Covington... ......... ......... ..................... ,000
Evarts, Choate Sherman & Leon, Jos. H. Chote, Jr., traveling

expenses to auis ....................................... .......... 1, 8 .01
Payment on acomnt Paris trip Jos. U. Cboteo Jr .................. ............ 3494.99
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Totd of leVg8lative apen by monae.
J anua ry .......................... $3,177.37
February .............................................. 2,637.33
March ....................................................... 2,641.60
Apl ......................................... . 113.77

ne................................................... 3,881.92

July.........................,10.10 Octo. ................. 2, 000. 00
November .................................................... 25,000.00
December ...................................................... 5,802.34

Total ..................................................... ..... 70, 464.33

Totau oJ ite on acwoun oJ legWtie expe ,8.

Tips, meals, hotel, taxi, etc ................................ ............. $876.66
Stenographic work ..................................................... 504.81
Postage ............ ................................................. 82.41
Telepono and telegrams ......................................... 03.05

SU~d 08 ...................... ................... 31.06
Public Printer ................................................. 426.41
Congressional Record and publications ................................... 328.91
Hotel bills ..................................................... 7,670.28
Supplies, postal, and envelopes ................................. 244.60
Printing, photography, etc ............................................. 176.55
Colgo Brown Co., various expenses incident to distribution of A. D. I.

pamp hlet ............................................................ 872.93
Press Clipping Service (H. Romeike).................................. 250. 00
B. Brown, expenses incident to circularizing done by legislative com-

mittee .................................. * ............................. 497. 12
Article prepared and published by Mr. Adams in General Federation

Magazine ........................................................... 301.29Rapid Addressing Machine Co., supplying, printing addressing, andmailing poetalg and envelopes in connection dyestuff hearings .......... 9.82
Traveling expenses. ....................................... 289.33
Evarts, Choate, herman & Leon........................................ 1,020.9
Covingtoen & Burling . &........................................... 915.76
Checks closing Washington account ............ ................. 352.38
Evarts, Choate, Sherman & Leon, fee to Jo. H. Choate, jr., up to Oct. 10,

1920 ........ ........................................ ........ 25, 000 00
Judge J. Harry Covington ............................................ 25,000.00
Evart, Choat, Sherman & Leon, Js. H. Choato, jr., traveling expenses

toParis .............................................. 50.01

Payment on account Paris trip, Jos. H. Choate, jr ........................ 3,494.99

Total........................................................... 70,464.33

Mr. M.zi. While we are speaking of the Dyes Institute, let me
say that the institute was formed originally as an open-price proposi-
tion. In other words, it was a system of comparing prices.

Senator LA FOLLETTE. That was the purpose I
Mr. METz. That was the purpose; and, as I understand it, Mr.

Bennett, who was here this morning, was at that time the secretary
and.he had charge of it; at least, it was to compare prices, and they
did that right along.

Senator 1A FoLLrrE. Was that with a view of making their pricesuniform?
Mr. MLrz. I think that would be the natural inference. The open-

price question has been before various bodies.
Senator L FoLLu..rr. Is that a scheme to evade prosecution

under the Sherman antitrust law?
Mr. Mxiz. I said it was and I would not go into it. I have here

the records of those who did, and the articles they reported and the

I
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sales they reported from time to time and the prices. That was the
original object of the Dyes Institute.

nator LA FOLLErrE. What was the date of its original organiza-
tion if you know I

Mr. ME=. I do not know exactly. These dates are reports in
March to December, 1919. 1 just picked them up. Mr. Eddy, the
lawyer who had this in charge, died. He was the great open-price
man. When he died the thinj was abolished. Very few &s came
in. Those that did came in to find out what the other fellows were
doing; that is all. I made the statement one day in a meeting that
unless their reports were false I sold four times as much as all ofthose
that did report. They questioned my statement, but I proved it
by my books.

Senator IA FOLLETTE. Have you a list of those who were members
at the time you were requested to come in I-

Mr. METz. I have a list of those who reported their contracts. I
have not all the records. It simply shows the purpose and the
prices reported and the sales reported and the quotations. What
the purpose was I do not know. They were supposed to be confi-
dential With the secretary; but if I were chairman of the executive
conunittee I would have found out what the secretary had or I would
know why. If the chairman did not know, he is not the kind of a
chairman I think he is.

Senator LA FOLLTTE. Will you state the commodities which y(u
produce as a manufacturer?

Mr. Mrz. I produce, in the dyestuff line 125 colors and quite a
large number of intermediates, some of which I sell to the trade and
others I use myself in manufacturing. I have two plants, both of
which were in existence before the war on a small scale.

Senator IA FOLimrE. If this committee were to adopt a protec-
tive tariff for the industry in which you are engaged, have you any
suggestions to make as to the rates of duty that should be imposed
upon these various manufactures of yours?

Mr. Mzrz. I have worked out several schedules through Dr.
Pickrell, who was formerly chief chemist in the Customs Service, New
York. He has been with me for some time. I put them in the
record this morning, showing ad valorem and specific rates that I
think would amply cover it.

Senator LA FOLLETTE. Did you include them in your testimony
this morning?

Mr. ME'mz. I included them in the testimony. Mr. Choate re-
ferred to this aspropaganda; that it was my propaganda. I have not
sent copies to the Senators, but I would be very glad to snd it to
each one and have them go into the record.

Senator LA FOLLETTE. Well, I mean did you put them in with
your testimony this morningI

Mr. M.E'z. Yes, this morning.
Senator SMooT. Do I understand you to mean that that was a

complete report as to what you think ought to be done, as to all
dyes?

Mr. METz. It was a complete analysis of prewar duties, of the
duties when we had the industry here, and of what the prices would
represent, etc. It shows what percentage of protection there would
be under those figures.

Senator SMOOT. Does it cover the whole schedule?

II I
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Mr. METZ. It covers the entire schedule. Dr. Pickrell was one of
the tariff administrative officers, and he knows all about that.

Senator SMMONS. You do not mean an entire schedule of the things
you produce?

Mr. Mrz. Oh, no; it is not a personal thing at all. I told him
to make up schedules in accordance with his experience. I wanted
him to do that. He came down here at the request of the Tariff
Commission to assist them. They were in my office with him con.
suiting on the administrative features.

Senator SlMMONS. Are there any special dyes made in Germany
that we can not produce in this country?

Mr. MTz. We can produce anything on earth. The 4luestion is,
does it pay to do it. If we had to built plants-

Senator SIMMONS. Why doesn't it pay?
Mr. METz. Because there are not enough of some goods used.

They are used for what are known as seasonable goods, such as silk
shirts with stripes, for instance.

Senator SiMoNs. My point is if Germany can make it pay why
can't we make it pay?

Mr. METZ. Because Germany made them for the whole world.
Senator SiMMoNs. We have coal and the raw products. Why

can't we make them ?
Mr. MErz. We can make them. We have made them in the labora-

tories. But the point is that there is not enough sale for them.
We do not care to bother with them. There are only small quanti-
ties used. They are essential for certain things, for certain purposes,
and therefore we ought to get them; but they are made in such
small quantities that it is a question whether it would pay

Mr. Thompson, for instance, does printing for outsiders. He is
not a manufacturer. He does job work for the mills. The mills
want some particular color. However, it does not pay us to make
those things. They are merely odds and ends. It is something that
will run for one season and them it dies out.

Germany supplied them before the war. They do not amount to
enough, and they are sold in minor quantities.

Senator LA FOLLETTE. Mr. Metz, would you be willing to answer
fulYy questions with respect to your capital investment, your divi-
dends, what you carried to surplus, profits that you have made and
all things pertaining to your business that could have a direct bear-
ing upon the question of cost of production in this country?

Mr. Mz. Yes, sir; I am willing to give any information connected
with my business in any shape or form.

Senator LA FOLLOEW. I want to submit to each one of these
witnesses a series of questions that I have prepared covering those
subjects. I think that it would be only just and fair, Mr. Chairman,
that it should be taken up in the committee so that we may have a
determination by the committee as to whether the witnesses are to
be required to answer those questions. I am unwilling to propound
them to one witness who is willing to lay all of the facts pertaining
to his business before the committee, before the country and before
his competitors, if others engaged in the same line of business are
Aot likewise to be required to answer them. I think that is a matter
that the committee should take up and settle before the questions
are propounded.
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Senator McLEAN. Do you mean propounded to such witnesses asappear hereISenator LA FOLLETTE. Yes; if they appear here as witnesses or if

they file briefs.
Senator MCLEAN. Yes.
Senator LA FOLLETTE. I believe that this connittee should work

out a set of interrogatories that would give the committee the infor-
mation that any committee making a just and fair and scientific
tariff bill ought to have in order to make it, and that the testimony
of no witness ought to be accepted unless he is willing to submit to
those questions.

Senator Snimkovs. Not alone as to dyestuffs, but as to all?
Senator LA FOLLETTE. As to all.
Senator SIMMoNs. I want to say that when we framed the present

law we did exactly that thing.
Senator LA FOLLETTE. Yes.
Senator SHOOT. You did?
Senator SiMMO's. Without question.
Senator SMkooT. But they were not such questions as the Senator

is now speaking of.
Senator Sistto.s. Oh, I did not say that.
Senator LA FOLLETTE. I do not care to have my remarks put into

the record at this point. This is simply a matter to be decided upon
by the committee.

(Informal discussion occurred which the reporter was directed not
to record.)

Senator LA FOLLETTE. I do not believe the testimony of any wit-
ness who is not willing to submit the facts of his case-the justice and
equity of it-to this committee, which is engaged in preparing a
tariff bill, ought to have his testimony considered. I think that
neither the briefs nor the testimony of witnesses should be received
unless they are willing to submit the facts with regard to their busi-
ness to the committee.

Senator MCCUMBER. I suppose that is a matter to be -taken up
later and decided by the committee in executive session.

Senator LA FOLLETTE. Yes. I want to ask the committee to take
it up to-dny.

Senator MCCuMB.R. I think that since it is such a momentous
question, each one of the members of the committee ought to know
that that question is to come up and is to be decided when it does
come up, so that we can hardly do that to-day. The witness may,
if he wishes defer his statement until the committee arrives at a
decision in the matter.

Senator McLEAN. You stated awhile ago that the Du Pont and
the National Co.-

Mr. METz (interposing). Yes, sir.
Senator McLEAN (continuing). Formed a combination and that

together they maintained what is called a self-contained trust.
Sr. METz. Oh, I did not say that they formed a trust.
Senator McLEAN. Well, a combination.
Mr. METz. No, no; they have not. I did not say so. I said that

the Dyes Institute was formed as a sort of organized price-fixing
proposition.
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Senator MoLRAN. I suppose the fact that they have what is called
. a self-contained industry helps them suppress domestic competition,
so that they can really fix prices.

Mr. Mwrz. Yes, they certainly can.
Senator MCLEAN. And that is the reason you brought that matter

to the attention of the committee, is it not?
Mr. Mrmz. It was because of the possibility of that being done.
Senator McLEAN. The purpose being to stifle competitionI
Mr. METz. Well, it could be done.
Senator MOLEAN. An embargo would not do that, would it?
Mr. METz. An embargo would give them more of a chance.
Senator MCLEAN. An embargo stifle domestic competition.
Mr. Mlrz. Yes, sir. That would not let anything come in here at

all.
Senator MoLEAN. On the other hand, t would stimulate it, would

it not?
Mr. Mrz. It might, unless they held back with the intermediates,

which is what they can do to-day. They can, if they want to, make
the elective attacks that Mr. hate talked about. They can say
to you that if you do not buy indigo they will not sell you anything.
They will not say it in so many words; but they will have no stock
of anything else if you do not buy indigo, for instance. It is being
done to-day.

When the War Trade Board worked in cooperation with the
Dyes Institute they would send the inquiries to the Dyes Institute,
and within two days a salesman would call to sell dyestuffs to these
inquirers. Later on they sent out a request to. consumers telling
them to "Go to the institute before you come to us." I explained
to the board the effect of this and to-day the War Trade Board
sends directly to the consumer and gives the name of the domestic
manufacturer. This removes the inside track some makers had.

Senator McLEAN. This is the first time that I can recollect that
I ever heard the proposition advanced that an embargo would stifle
domestic com etition.

Mr. Mzrz. F think it is a big proposition and that under certain
conditions-

Senator McLEAN (interposing). You just stated the experience
which you have had in-which you, as I understood it, were prosecuted
by somebody representing the Government for maintaining a com-
bination in restraint of trade. You said that you walked up and
laid your cards on the table and settled it.

Mr. ML-rz. I said that in 1913 there were suits brought because of
the German cartel. I considered them blackmail suits.

Senator MoLEAN. The instance that I refer to was something in
which you personally were interested, and you stated that you Iaid
your cards upon the table.

Mr. METz. Yes; because I was buying goods from one of these
concerns.

Senator MCLEAN. The action was brought under the antitrust
law, was it not?

Mr. M rz. Yes; on the theory that the American agents were a
part of the foreign trust. I

Senator McLrAN. And neither the Clayton Act nor the Sherman
Antitrust Act was invoked or was effective in that instance?
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Mr. Mrz. They do not need to make a combination. They can
have a sort of gentleman's agreement.

Senator MoLKAN. If all they need is a gentleman's agreement,
they can make such an agreement with the exporter to divide the
market, and then where are you ?

Senator LA FoLLmz. That is just what was done before.
Mr. Mvm. Yes; they did that once before.
Senator MoLEAN. It seems to me the only thing for us to do is to

use the Sherman Act to stimulate domestic competition.
Senator SimmoNs. This is about the situation.
Mr. Mzw,. By that time the little fellow is dead.
Senator SiMmoNs. If you do not impose an embargo or a sufficiently

high tariff to prohibit iniportations into this country and then attempt
to form a trust that would be effective, you would have to take in the
foreigner.

Mr. MFTz. Yes; eventually.
Senator Simuo s. But if you put an embargo on or a protective

tariff on, then the domestic consumer must take the things that the
trust makes itself.

Mr. METz. Yes; but the point is that you can put a sufficient
tariff on. If we put a sufficiently high tariff on to protect, the mill
man can still get his stuff, because if they form a trust he can still
bring in his stuff. These people are not philanthropists. What did
they do when they wanted to finance themselves? Look at the
statements they made for the last few years. I made something
myself. I profited by it a-great deal, and I do not claim to be a
philanthropist, but do not need an embargo personally.

Senator)M&OJAN. Under a low tariff a big combination in this
country has the advantage, does it not?

Mr.%MFTz. Under any kind of a tariff it has the advantage, because
it has the material.

Senator MOLAN. If I were counsel for the Du Pont Co., I should
advise them to ask for a low tariff.

Mr. Mrrz. But bear in mind, Senator, the conditions are abnormal.
Normally I would say that is true but we have now before us the
problem of meeting the depreciated currency. There is no question
about that. That-has to be met.

Senator MoLir. That is but one feature that we are talking about.
Mr. Mzz. But that is a very important feature. If you make the

tariff meet that, you have all the protection you need.
Senator WATSON. If you have to have a monopoly, hadn't you

better have an American monopoly than a German monopoly?
Mr. Mzrz. But why have a monopoly at all ?
Senator WATSON. I know that, but if we are going to have a

monopoly at all, I would rather have an American monopoly than a
German monopoly.

Mr. Mirz. We have never had a monopoly, except so far as
patented colors are concerned: Why have any kind of a monopoly V
You do not have to have one.

There was another feature I did not touch on. I spoke of my two
plants making colors. I have a third plant making salvarsan and
medicinals. I would like to give you now, without entering upon
the profit question, which I understand you do not want now, the
cost of production in my plant.
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In order to show you what a small item the labor cost is iq compared
with the rest, on sulphur colors my average cost runs from 3.5 to 5
cents a pound.

Senator LA FOLL'r1. That is labor you are now speaking of t
Mr. METz. The labor cost only.
Senator LA FOLLETE. What per cent is that of the total?
Mr. ME'rz. That depends somewhat on the color. On sulphur

black, for instance, selling at 20 cents, 3 cents would be a high per-
centage. On a color selling for a dollar, 5 cents would not be high.

Senator LA FOLLETrE. By that you mean 3 cents out of 20 would
be for labor?

Mr. ME 'z. Yes.
Senator LA FoLLEr. That would be about 7 per cent.
Mr. MEz. Eight per cent, we will say, for 20-cent goods.
Senator WATSON. What would it be in Germany for the same kindof product?Mr.MTz. The proportion will be about the same except as to values

as they stand to-day. The Germans are paying 50 or 60 marks per
day for labor to-day, whereas I am paying from $32 to $35 a week.
It is not skilled labor, either; it is the cheapest kind of labor that we
can get. It is the dirtiest, meanest, and hardest kind of labor
imaginable.

Senator LA FOLLErFE. You are not speaking now of trained labor.
Mr. METz. Oh, no; not of the chemists. Many of those to whom I

refer were Negroes. We could not get white men during the war to
do this kind of work; that is, we could not get them at one time.
They were glad to do anything rather than go into the color shop.

Senator LA FOLLETTE. In normal times is that the kind of labor
employed?

Mr. MErz. Absolutely. It is the lowest class of labor we can get.
because it is about the only kind that we can get to work in the dye.
plants.

Senator LA FOLLETrE. It is little more than what we call common
labor?

Mr. METz. Yes; common labor.
Senator IA FOLLETTE. Outside of manufacturing.
Mr. Mrz. Outside of the men in charge of the factory-the chem-

ists overseas.
Senator SMoor. And you pay them as much as $5 per day?
Mr. METZ. We pay them 60 cents an hour. We could get them

for that during the war.
Senator SmoOT. And how much are you paying them now?
Mr. Mrz. I am still paying them the same wage.
Senator SmooT. How long are you going to keep that up?
Mr. Mmz. As long as I can. It is worth it. They ought to be.

paid. It is a dirty, mean kind of work.
Senator LA FoLLrrET. You have given us the labor cost of one-

product.
Mr. Mm. Yes. I will take up others now.
Senator LA FOLLETrE. Take up some of the others please.
Mr. MzTz. Those are the bulk products. I produce 20,000 or

30,000 pounds at a time. We have azo colors that are diazotizedt
and take two or three other processes.
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Senator LA FouxTrE. What is the labor cost to the total cost
thereI

Mr. M r. Take just one, chrome black, of which I make about
50,000 pounds at one plant, making all the raw material and starting
with refined phenol. The entire labor cost is 7 cents a pound. The
stuff costs 68 cents finished, with 20 per cent overhead. That is, the
finished price of the material with overhead at 20 per cent is 08
cents. We figure overhead at 20 per cent for the factory; that is
steam, labor, coal, outside work, such as is done by carpenters and
coopers, etc. That is overhead in the factory. Then, there are the
factory salaries outside of the wages of the chemists.

Senator LA FOLLETrE. In this particular case you have included
the raw material leading up to the finished product?

Mr. MmTZ. Yes; those are the figures.
Now, take gallocyanine.
Senator LA FOLLzTFE. Is that a bulk product?
Mr. METz. That was a bulk product. It is falling off now because

it is being replaced. The color was used years ago. It dropped out,
and then it came in again. In small lots that costs 12 to 14 cents for
labor on a 100 per cent product. That sells also as a 20 per cent
paste. It is easier to handle that way for the consumer.

Senator S3IooT. What-is the cost?
Mr. Mmz. One hundred per cent paste costs about 12 cents for

labor on $1.75 for the finished gallocyanine.
Senator LA FOLLETrE. That is 12 cents out of a dollar?
Mr. METz. Twelve cents out of $1.75. So the labor itself is small

compared to the final product, say, 10 per cent.
Senator SiMmoNs. Is that 100 per cent product?
Mr. Mr-z. I mean to say the color is made 100 per cent and reduced

or brought down.
Senator SMooT. Then the actual cost in the manufacture of chem-

icals is much less than the labor cost in most any other manufacture?
Mr. Mmz. Certainly, because it is largely automatic. The azos

colors-
Senator MCCUMBER (interposing). I understand you do not include

chemists, etc.?
Mr. Almiz. Oh, no; I am coming to that. That is expensive.
Senator MCCUMBER. You call that overhead?
Mr. MFrz. I call that overhead. This is purely labor.
Senator MCCUMBER. This is one class of labor.
Mr. M.Tz. Yes. On azo colors I show 6 to 81 cents a pound.

Direct black, which we hear so much about, can be made for 3J to
a cents a pound for labor, and is being made for that.

Senator LA FOLLETrE. You do not help us very much at that,
unless you give us at the same time the selling price per pound, be-
cause your statement of just how much the labor costs is not giving
us any information.

Mr. MArz. The labor cost averages somewhere between 5 and 10
per cent, 5 and 10 per cent of the selling price, not over that, the actual
labor cost.

Senator MCCUMBER. What would it be if you included all of your
employees under the head of labor?

Mr. METZ. That comes high. I have not got that on the color line,
but I have it on the medioina- line. I went home, and for the pharma-
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ceutical department I got the whole statement, and they had it
worked out. The labor plays a much greater part-

Senator IA, FOLLzTrE (interposing). Now, have you included in
that'all the salaries you pay-your own salary, for example I

Mr. Mm. I have the whole thing on that particular item. But
the proportion is not the same on colors as on pharmaceuticals, which
are handled a great deal more than dyestuffs.

Senator WATSON. Just take the 600, for example.
Mr. Mm-z. Dyestuffs are shoved into a barrel; these things (exhib-

iting samples of salvarsan to the committee] are -packed up. You
take salvarsan (indicating]. It costs money to pack it. That is
made in bulk in about 20-pound lots, and then it is packed like that
[illustrating]; about 8 grains is a dose; that is how it is sold. Sal-
varsan is put in these ampules, a "shot," it is called; and then it
is either evacuated-and before doing so they have got to be con-
stricted, so that the whole powder is not sucked out when you seal
it. Every time you do that it costs a half cent; and then after it is
constricted and the air drawn out it is heated and sealed up then
comes the file and circular, and packing and labor, and that is
expensive.

When I sold to the Government I made the price 27. We can not
afford to do that on all sales. The Government buys in bulk pack-
ages a hundred in a box, without all this rigmarole; that Js saved.

I have here also the overhead and the labor costs, which is a ques-
tion of quantity of output. When you have a large output in a month
your cost per ampule is lower, and if you have a small output it is
higher; and I can give you some idea of what this stuff costs before
itleaves the factory. The proposition of unproductive labor per
ampule-and by that I mean engineer, fireman, watchman, cleaner,
etc., who do not supervise, but are necessary in a plant-amounts to
an average of 0.37 of a cent, one-third of a cent, practically, per
ampule for three months. It varies from 31 to 43.27, according to
the monthly production. If you make more you get a lower average.
In June the production was very high. The superintendence, etc.,
was 1.78 cents per pound. Rent power, light, water, etc., 2.20 for
a package. Maintenance of maclunery, etc., was 1.3, which is, of
course, very havy in a thing of this kind. Insurance was 0.53 cent;
depreciation, 0.97; and miscellaneous charges, 0.83.

That is 7.71 for the manufacturing overhead. The general over-
head includes office expenses and bio ogical department. I mention
these, because it has to be tested on rats. That is a very serious
proposition and one that is expensive. That costs on the average

.686 cent per ampule.
And for the outside testing, I mentioned sending to Columbia

College, we pay so much for each test. That cost 0.85 cent more to
test these various batches.

Laboratory expenses, for arsenic tests, etc., requiring high-priced
chemists, 2.35 per ampule.

Senator WATSON. Is the Government the greatest purchaser I
Mr.. MTz. Oh, no. The Government purchases a lot; it is the

largest individual purchaser; put it that way; 4.25 cents are for
general overhead. So that the total factory overhead is 12 cents
per ampule.
.enator SMoOT. Twelve cents per package?
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Mr. MEXz. That is the factory average. Then we have the selling
organization in New York. Administration 1.79--that includes my
salary as president of the company and the other officers of the
company. The office expenses include bookkeepers and typewriters,
2.32. Medical department--we have physicians, two of them in
the office, who answer correspondence of ph sicians all the time,
and that amounts to 1.04 cents per ampule. Wen there is the sales
de apartment, and that is expensive, because we have about 8 or 9
detail men, physicians, out introducing this product, showing the
doctors how to use it, who are trained physicians in nearly every
instance, and their traveling expenses are very heavy. That is 10.33
cents per ampule.

The royalties average 3 cents per ampule-royalties we pay to the
Alien Property Custodian through the Federal Trade Commision for
the license under the foreign patents; 5 per cent of the total sales we
pay to the Alien Property Custodian through the Federal Trade Com-
mission because of this license. That averages 3 cents on an ampule.
Shipping expenses are 1.20 cents; general expenses, postage, litera-
ture, printing, etc., 1.44 cents, and taxes, 1.7. So that the New
York overhead is 22.29, making about 34.80 per ampule for this
product.

Senator MUCUMBER. Outside of the stuff itself?
Mr. M rZ. Yes. Now, then, directly labor for the product-this is

all indirect labor [indicatingl--covers your point-the direct labor on
the product--production labor is 8.46 cents, packing labor 4 cents,
which included labeling, putting in the packages and everythIng con-
nected with that, which costs 4.68. That is the average price on this
stuff.

Senator LA FOLLETTE. For what price does this sell to the general
public? The Government does part of this work. You send it to
them in bulk.

Mr. METz. Yes; in bulk containers, so I don't have all that expense.
The Government gives it away, and they buy at practically cost
price, because the more I can put out the more my general average
cost decrease. The price to the retail druggists, to hospitals, and to
the trade is higher-the 27 cents price--is made for contracts,
30,000 or 40,000 ampules at a time.

Senator LA FOLLEnrE. Do you make that price to private purchasers
if they purchase in large quantities?

Mr. Mrz. No; I could not--not for physicians' cases, because
they get the money back from the patient.. But the Government
gives it away and charges nothing.

Senator LA FOLLETrE. What is the price to the regular trade?
Mr. MErz. To the drug trade the price on the .06 size-that is the

average-S1.20 per ampule, and in 100 ampule lots, $1; that is the
retail dealers' price.

Senator WATsoN. What does the whole thing cost you, everything
considered?

Mr. ME'Tz. The whole thing actually costs on the basis of my pro-
duction for the .06, 51.44 cents, including all expenses I have given
you, overhead and everything else.

Senator LA FOLLETTE. At how much does that sell to the general
public?
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Mr. Mzrz. The general public pays the retailer's price. We sell
it through the druggists.

Senator LA FoLLz m. What is the wholesale price?
Mr. Mrz. Gave it to ou.
Senator LA FoLLFrE. I know, but I did not hold the figures in my

mind.
Mr. MzTZ. The wholesale price in 100 ampule lots to the druggist

is $1, an average dose, higher and lower according to the quantity
in dose.

Senator LA FOLLE=TE. And it cost you-
Mr. Mwrz (interposing). 51.44 cents.
Senator WArsoN. It costs you 51 cents plus to make?
Mr. ME-z. Yes.
Senator WATSON. What does it cost the Germans to make the same

thing?
M. METz. I do not know what its cost is. I know I imported

some at a cost of 54 cents laid down here recently.
Senator MoLEAN. Then is it your idea that this same rule applies

to anything you make?
Mr. METZ. Certainly, of course, on anything.
Senator MCLEAN. And there is no trouble getting the American

valuation on which to apply the tariff?
Mr. METz. If the selling price is $1, that is the American price.

But you don't handle this by the pound.
Senator MCLEAN. It is, you say, very difficult to get the foreign

valuation?
Mr. Mwrz. I have not got it. I paid so much in dollars for it.

It is not impossible to get it.
Senator LA FOLLETTE. IS it an easy matter to get the foreign

valuation?
Mr. METz. It is reported every month to the American Reparation

Commission. The foreign manufacturing cost, as I had the figures-
given in the Reparation Commission statement-is one anda half
times the cost before the war, based on American prices.

Senator LA FOLLETTE. Take this same product you have just
given us, the prices on 600, what are the figures as furnished by the
Reparation Commission of German cost, if you know?

Mr. METZ. I have not got them; they can be obtained. I do not
see those figures.

Senator LA FOLLETFE. What were the lowest figures you did have
of the German cost of producing that article?

Mr. METz. I have not had any, except that I used to pay $2.50,
and now I pay 64 cents, and that was within the last month, at 30
per cent duty, and nothing further.

You see, putting this as a general proposition, this can not be
brought in in bulk, but must come in this way, and I am not afraid
of the Germans on this, but if a man wants the German product he
ought to have the opportunity to get it, or any other drug. A man
should get the drug he wants and he can notget it with the embargo.
We have people writing all the time for the German stuff.

Senator MCUMBER. You think yours is very much purer than the
German product.

Mr. MiTz. Only because in the tests by the Public Health Service
we can go to a higher injection than the Germans.
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Senator McLEAN. If a man is in trouble, if he had not any faith
in either prescription it would not cure him?

Mr. METZ. There is a good deal to that.
Senator MCLEAN. I did not know that. I thought there was

something inherent in the remedy.
Mr. Mrz. Yes; but also in faith. Some people do not know what

they are getting, but with others there is a feeling that they want the
German product.

Even at those prices, I do not hesitate to tell you, gentlemen-be-
cause this is not interesting to my competitors at large, as I only have
one real competitor, and I do notworry about him much-these labora-
tories that I established to make this stuff-I also make novocaine-
and to show you there is some money in these things, and that- we
have some leeway against the Germans still, I started that plant
with $50,000. I sent my brother over there in 1916, and they
showed him the process. The reason for that was that under the
British order in council we could not import any more stuff, though
the Germans neverrefused to give us the material. I got busy with the"
State Department and the British allowed us to receive the German
salvarsan as late as November 1917, on the British permits. But
in order that we might be sure of this supply-and the British Govern-
ment did refuse to pass it at one time, but the State .Department stood*
up for our rights to get the German product, which was at that time
available, and I continued to get our supply on British permits.

In the meantime, I had already began to work out the process.
I started in 1916 at a cost of $50,000, and to-day the assets are
$867,000, with liabilities of $486,000-that includes $400,000 capital
stock issued. I increased that capital stock from time to time by
the issue of stock dividends, and left the money in tie plant. And
I have a surplus of $381,000, besides the $400,000 capital stock.

Senator McLEAN. AnA in that plant you make only salvarsanI
Mr. METz. Oh, no; I make novocaine also. I also make a few

other things that do not count; those are the two big things.
I want to say that the laboratories paid as income tax during

that period-an excess-profits tax-in 1917 of $6,764.10. That
was when we had the low tax. In 1918 the excess-profits tax was
$48,762; for 1919 I paid $154,424; and for 1920 I paid $213,178, or
a total of $425,939 in tax. The Philadelphia people recently pre-
sented themselves-

Senator MCLEAN. Wait before you go onto that. Could it have
been pQssible for you to Lave built up this if it had not been for
the war prohibition?

Mr. METz. No; because it was patented hero.
Senator McLEAN. Aside from the manufacturing.
Air. M Tz. The war gave us that chance. But we have got the

plant now. The Philadelphia concern who did the same thing pre-
sented themselves, and they claimed work entirely on humanitarian
grounds-they presented themselves with one-half million dollars of
bonds accumulated during the same period. I do not know'whether
that is in lieu of excess or income tax, as they, not being organized
as a commercial concern, perhaps can save that, and can claim this
is for the public good. I had to pay the tax;

Senator MCCUMDER. To what extent has the price of this sal-
varsan increased since the warI
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Mr. METz. I beg your pardon.
Senator McCuMBER. To what extent has the selling price of this

salvarsan increased since the war?
Mr. MzTz. It has not increased; it has decreased since we have

been making it here.
Senator McCumBER. It has not increased-at all?
Mr. METZ. Oh, no; it has decreased. The imported article was

being cornered by everybody and held up to $50 early in the war.
Senator McCumBER.. Then you are selling it for less than you got

it from Germany before the war?
Mr. MFTz. Less than half. The Germans had a patent. The

Germans worked eight or nine years before Ehrlich discovered it,
before it came into the market. Nobody criticized the price at that
time. We have been able with a 5 per cent royalty to sell away
below that. But we got the benefit of that patent, and that is one of
the patents taken over by-the Foundation.

Senator McLEAN. Outside of that, in contradistinction to German
concerns, you paid $400,000 into the Treasury of the United States?

Mr. METz. Yes, sir; and other concerns should have paid it also.
Perhaps they did. On the German we would have paid duty.

Senator LA FOLLETF.. In your opinion, what is the salvarsan
patent worth?

Mr. MEUTz. Judging from what I have made, it paid in royalty
about $75,000, on the basis of 5 per cent on the selling price.

Senator MUCL.MBER. That is the royalty?
Mr. MkrTz. Under the license fee.
Senator LA FOLLETIE. You paid them $75,000?
Mr. METz. No; I paid them about $50,000. That patent had 10

cars to run, or did have when they were taken over. I suppose it
has eight or nine years still.

On the basis of $75,000 on a 5 per cent royalty and the profit they
made here, anybody that paid $5,000,000 for that patent would have
a very cheap bargain, because they would have a monopoly, and with
a monopoly I could on the present output make a great profit. I
would gladly have paid $5,000,000 for it if I could have gotten it.
Yet that was one of the 4,500 that was sold for $250,000. Another
one was indigo, which also sold in the batch for $250,000.

I was requested by the Chemical Foundation to surrender my
license. I have a letter from their counsel, which poses as a quasi
Government institution, that they could give a better license than the
Federal Trade Commission, but the Federal Trade Commission said
that they did not ask anyone to transfer. I understand Very few
licenses have been transferred, except on the indigo patent. That
has been transferred by the Du Ponta to the Chemical Foundation.

Senator LA FOLLWrME. Do you know whyV
Mr. Mp.Tz. I don't know why, but I suppose the Chemical Founda-

tion needs the royalty on it. In some cases the fee is ." per cent. . I
think indigo was licensed for 2 per cent by the Federal Trade Com-
mission, and I am quite sure it paid over $100,000 on that basis.
You ctn figure what that is worth.

Senator WATSON. To whom did you pay the royalty?
Mr. MEz. I pay it to the Alien Property Custodian under my

license. I was requested to surrender the license, but I didn't do it.
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I have no quarrel with the Chemical Foundation. I am willing to
abide by its terms as owners.

Senator MCLEAN. How much 608 do you importI
Mr. Msrz. None; recently I got a comparatively small amount.

The Public Health Service has stopped the importation and sale of
anything that does not pass their test. They went to Europe and
arranged with the manufacturers to get licenses for serums and
toxins and give licenses to German and French manufacturers that
they could bring goods in on the same basis the American manu-
facturer does his. We have to submit a test of every bacch to the
Public Health Service. They have 1 per cent of our output in their
possession.

Senator McLEAN. You imported some recently?
Mr. METZ. Yes; the stuff has been coming in under cover right

along in enormous quantities.
Senator McLEAN. From Germany ?
Mr. METz. Yes; oery steward on the steamers brings it in and the

Government gets nothing out of it.
Senator MCuMBt. They are smuggled in?
Mr. METz. Yes; they are smuggled in. The Government has fixed

the conditions under which they can puit the label on under the test of
the Government, and it can come in under those conditions. My
license gives me the right to make, vend, and manufacture it. I ma£
have to pay a royalty on it. If I do, well and good. It is not that
want to bring it in; it is not that it is necessary; but some doctors want
it, and I suppose the doctors will get a little more money for using
it. There may be something in that. I am not criticizing that. That
is their business.

But making it is a complicated proposition and requires skill and
care, and if we can do all that we can do it with stuff made 40,000
pounds at a clip in this country. I know I can. I am not afraid.
Give me a half way respectable and specific duty with an ad valorem,
and I am not afraid to do it, and a chance to got my crudes somewhere
else, if they hold it up. When we do want it, we want it right away.
I think every other manufacturer is in the same position, if he is
honest with you. I don't want to see the interest scrapped. I want
to get a fair deal and I am willing to give any figures you want. I
don't hesitate to say I draw $20,000 ayear as prcsiden of that com-
pany, and I don't work for the others for nothing, either.

Senator MCLEAN. Are you a competitor of the Du Ponts?
Mr. MEz. In colors.
Senator LA FOLLETTE. Do you know the total assets of the Du Pont

Co.?
Mr. Mrr. I do not. I am not interested in that company. I have

seen their statement. I congratulate them.
Senator LA FOLLETrE. Do you remember seeing their recent state-

ment of May 1?
Mr. MErz. I don't recall.
Senator LA FOLL=TrE. That may be of interest to you.
,Mr. Mrz. The Du Ponts run everything now.
Senator LA FOLLErrr. I understand that, and that adds to their

financial strength and power.
Mr. METZ. They probably will drive everybody else out before they

get through.
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Senator LA FOLLETTE. In the middle of the page there is the total.
Mr. METz. Of course, that is done for stock purposes. When these

companies come in for one purpose it is very low, and when they sell
stock it is very high. I have seen that with various companies.

Senator LA YOLLETrE. Just state the figures.
Mr. MzTz. I don't know what you mean. Do you mean profits?
Senator MCLEAN. Have you any idea that your German connec-

tions might help you in the event the Du Pont competition is very
severe?

Mr. Mrz. I don't know and I don't care. I don't know what
arrangement they have. I know American manufacturers were
sitting at the back door the moment the armistice was signed waiting
to break in. The Bayer Co. has an agreement that the people
abroad will make the things they are not making here. I know
they have that arrangement, and others are seeking to make the
same arrangement. I saw an interview in the paper about the
Germans coming here, and a combination of American manufac-
turers trying to sell what the Germans were bringing in, and a lot of
bunk about what the Germans are doing to the Americans. They are
trying to do it to them.

Senator McLEAN. I hope yoii will never reach the condition where
you will be the tail to the German dog.

Mr. M rz. I have not got in that position.
Total assets, $280,359,871.03. Is that what you mean?
Senator LA FOLLETrE. Yes.
Mr. Mrz. I am quite prepared, as I was the last time, to meet the

facts that certain gentlemen will take very great pains to discredit
a good deal I have said. They did before the Ways and Means
Committee of the House and before this committee of the Senate.
I would like to have an opportunity to answer them. I did in the
previous hearings. I wrote a letter to Senator Watson at that time
that can be found in the hearings, and also to Chairman Fordney.
My letter to Senator Watson is on page 473 of the Senate hearings,
and to Chairman Fordney on page 715 of the House Ways and Means
Committee hearings. I think that is all, unless you wish to ask
something further.

Senator MCLEAN. Have you finished ?
Mr. ME.Tz. I have, if you have.
Senator MCLEAN. Mr. Thompson is here and I think he is very

anxious to be heard.
Mr. METZ. I will be very glad to give way to him.
The CHAIMuAN. Do you want Mr. Thompson called nowI
Senator MCLEAN. I would like to have him called at this time.
The CH A_zN. At the request of Senator McLean, Air. Thompson

will submit his views to the committee.
STATEMENT OF HENRY B. THOMPSON, GREENVILLE, DEL REP-

RESENTING THE NATIONAL ASSOCIATION OF FIISHERS OF
COTTON FABRICS.

The CUAMMAN. Mr. Thompson, will you state your full name to the
committee for the recordI

Mr. THOMPSON. Henry B. Thompson.
The CHAMAN. Where do you reside?
Mr. TnOMPSON, Greenville, Del.
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The CHAIRMAN. What is your business I
Mr. THoMPsoN. I am president of the United States Finishing Co.,

a Connecticut corporation. We have five plaits two of which are in
Connecticut, one at Norwich, and one at Sterling; two in Rhode
Island, one at Pawtucket, and one at Providence.

Senator McLEAN. What do you mean by "finishing plants"1
Mr. THoMPsoN. We are printers and finishers and bleachers of

cotton fabrics. We have an output of about 300,000,000 yards a
year. We employ about 3,500 people. The bulk of the stuff that we
finish is the finer quality of cotton goods.

I came here to-day piincipally as a representative of the advisory.
committee to the State Department on the importation and licensing
of German dyes. I have been chairman of that committee from the
start, and I want to give-the committee some evidence which is more
or less in rebuttal of complaints that have been submitted before the
committee. In addition, I can give my personal experience in the
use of the German dyes, and in addition, further, I would like to speak
for the National Association of Finishers of Cotton Fabrics, of which I
am president. That is an association of 70 or more corporations and
firms which .really represents almost the entire industry in this
country.

Senator MCLEAN. The cotton textile industry?
Mr. THomIPsox. The finishing, not the textile. We are not manu-

facturers of the goods. We bleach the goods and print them and
dye them.

That association is made up largely of New England manufac-
turers; some in New Jersey and Pennsylvania, and- several in the
Southern States.

Senator LA FOLLETTE. Do I understand there are any manufac-
turers in that organization that are manufacturers of the cloth itself?

Mr. ToMPsON. No. The cloth is sent to us on consignment and
we charge so much a yard to bleach and print. Most of the business
is done in that way in this country.

Senator LA FOLLETTE. So that you do not represent any of the
textile manufacturers?

Mr. THomPsoN. Not the weavers or the spinners of the goods; no.
Senator SMOOT. You do no work for the Interstate people?
Mr. THOMPSON. No.
Senator SMoo'r. Nor the Merrimack?
Mr. THoMPsoN. I have done work for the Merrimack. I have had

an inquiry in the last two weeks for prices from them.
I will give you very briefly the modus operandi of our committee

in the way in which it works, in view of the criticisms that have been
made against it. As you know the committee was made up to rep-
resent the consumers of dyestuffs and manufacturers of dyestuffs and
the chemists. The members of the committee were Mr. Cheney of
Hartford; Mr. Hobbs, of Arlington Mills, Mass.; and myself. ±he
dyestuff representative was Mr. Poucher of the Du Pont Co.; Mr.
Baldwin, ol the National Co.; and Air. ertz and Dr. Herty, repre-
sentin the Chemical Society.

Originally we met very frequently on the question of these licenses
with the War Trade Board which then took the place now occupied
by the State Department, and they used our advice very largely as
to who were genuine importers of these dyestuffs and who were not,
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and we met ever two weeks. We naturally had to sift out a good
many bogus applications. After some four or five months the matters
were so sinplified that they did not ask us for any advice in the matter
of who was a genuine manufacturer and who was not.

While there have been some complaints, I think, generally speaking,
the work has been very well handled. There were complaints that
were justified, which were uncontrollable. These were not complaints
against the licensing, but they were in reference to delays, but Ithink
during the last year there has been very little criticism of any delay
in getting a license. The criticism has been in the importing of the
goods. L am perfectly frank to say that we got more or less criticism
at the beginning of our work about delays for four or five months on
account of the dock strike. The goods were ordered and put on the
dock and laid there four or five months before we could get them into
this country. I think that was one of the principal causes of criticism.

Senator SmooT. Some of the witnesses here testified that after
making an application to the board it was months and months before
they got any action on the part of the board.

Mr. TnoMPsOK. I heard one gentleman testify to that. There have
been very few instances. In our meeting which we hold now about
every L x weeks in connection with members of the State'Department
and members of the Textile Alliance there is a review of every com-
plaint, and considering the number of colors, some 000 colors, and the
numbers of importers, the mistakes and delays are really very few,
and I think are generally duo to misinformation. I can give you a
case that illustrates this point. I was reminded of it by something
that Mr. Metz said..

Mr. Metcalf, who is a large manufacturer of worsted coating, like
the sample we had here this morning, said to me some six weeks ago,
"I don't think the Textile Alliance are acting promptly in giving us
just the stuff we want." He referred specifically to the shipment ofone article of which they are very large importers. He was naturally
dissatisfied. I immediately called up the Textile Alliance and said,
"I know nothing about this, but Metcalfs are very large users and
what is the trouble I" They said, "We will send you down a letter
that explains the whole circumstances." It was a mistake in con-
signments. They shipped single strength, and we billed double
strength. Mr. Metcalf was justified in his criticism, but we explained
the circumstances to him and sent him a check for $25,000, the differ-
ence between the two strengths, and Mr. Metcalf was entirely satisfied
that he had received just treatment.

I don't think on the whole that the War Trade Board or the State
Department is open to criticism. They are open to some. There
is no question that it is an inconvenience to look ahead six months
for your colors where you can send around the corner and get a
package, but I think the average manufacturer-and I am quite
well aware there have been a number of gentlemen who have appeared
before you who are entitled to full credence-will give you the im-pression that the manufacturing community as a whole are opposed
to'a licensing feature. Now, I can speak for the National Associa-
tion. The matter has been brought up twice in that association.
The record appears in the hearing of the Longworth bill before the
House committee. The question had be.n debated at length and
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the license feature was unanimously approved, and the members
voting were representatives of the very large interests in the country.

Senator MoLEAN. What does the national Association include?
Mr. TnomPsoN. It includes people like the Sayles, of Rhode Island,

the Aspinook Co., all the large printing concerns in the country, with
the exception of the Amertan Print Works and the Pacific Mills.
It embraces virtually the entire printing industry.

Senator McLEAN. This complaint comes, as I understand it, so
far from the textile men, who claim that when they send the goods
to you or concerns that you represent to be colored the delays are
occasioned which interfere with the market.

Mr. TuoMPsox. Yes. I do not doubt the gentlemen who have
appeared before you have probably had a complaint, but I base it
on my own experience. I know we are handling th. ithUng, and we
represent the largest printing industry in America. 'We have a
trade that is-represented by the very best trade. We are open to
competition of the whole world, and frankly we have not met with
inconvenience or suffered any losses through our inability to get
these German colors. Of course, there was a period during the war
when we got none of them, but since the licensing system has been
established we have been enabled to get everything that we wanted
in good time and in reasonable time.

It is perfectly possible for me to come here and show you that you
could not do that with this color. I will take this coat that was
submitted to the committee this morning. Such a statement is
misleading. I could show you a coat just as bad as that and it was
dyed that way because the manufacturers did it in te cheapest
manner possible. I could also show you a coat dyed by the American
Woolen Co orby the Metcalfs, dyed with the colors which have been
imported tiirough the Textile Alliance, through license, which is
absolutely fast and one of the best colors; in fact, is the same color
as you got 10 years ago or 8 years ago.

Senator SMooT. What position do you hold I You are chairman,
you say of the license board?

Mr. HOMrSON. I am chairman of the advisory committee. We
are simply an advisory committee of the State Department.

Senator SMoo,. Is it not more than likely that your request would
be acted upon at once as against that of anybody else ?

Mr. TvouPsoz;. Absolutely not.
Senator SMOOT. Why do you say that ?
Mr. THoMpsoN. Because, as far as the State Department is con-

cerned, our request goes in the same as that of anybody else.
Senator SMOOT. But you advise them, do you not, as to whether

they should have this license issued or that license issued I
Mr. Tnompsox. We did at the start, and we have been very

liberal in our interpretation of who should get color and who should
not. The only people we have turned down were those that were
manifestly-welt, for instance, we had one request for a great many
thousand pounds, and when we traced it back we found that the appli-
cant kept a livery stable in Schenectady.

Senator SMooT. You do not think the State Depratment would
discriminate against you because you happened to be chairman of
that board?
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Mr. THo PsoN. No. I think the licenses have been treated as
they have been received in order.

Senator MCLEAN. Would these complaints as they are brought in
be brought to your attention? Would you in your position know
about them?

Mr. THOmpSON. We knew about a greft many of them. A great
many of them were discussed in committee meetings.

Senator McLEAN. How extensive 'were they as applied to the
whole business throughout the country?

Mr. THOMPSON. No more than you would find mistakes in any
business. I believe I run a well-managed concern, and yet I could
bringmany gentlemen here to tell you that we have made mistakes in
our business. But that does not prove that we do not know our
business.

Senator SMooT. Do you think the treasurer of the Merrimac Mfills
cited a typical case when he reported to this committee that dye-
stuffs were ordered after considerable trouble in securing the license
and month's delay and then the dyestuffs did not arrive here for
months after that and then when they did arrive that the season had
passed and they were no good to them at all V

Mr. THorPsoN. I do not remember that specific case, but I do
know of similar cases where the trouble was attributable entirely to
the dock strike. It did not make any difference whether there was
an embargo or license. Thb goods were on the wharf and thera was
nobody to put them on the ships, and that did cause trouble.

Senator SMooT. But the dock strike had nothing to do with the
issuing of a license, did it?

Mr. THOMPSOn. He got his license in time. Or does he claim that
he did not?

Senator SMoov: I think he claims that he did not.
Mr. THoMPsON. I do not know of that specific case. Mr. Greene,

the treasurer of the Pacific Mills, whose company is also an agent
for the Merrimack Mills, within the last three weeks said to me, "I
have just come back from abroad. I am a little skeptical of this
licensin- system due to delays." I looked up his criticisms and
found te y were captious. 'Mr. Greene said "Do not misunderstand
me and think I am opposed to this system; Y think it is worth looking
into." Under your new bill I think the experience of the last two
years has been of great value. You see, under this present bill you
have an importable list and a nonimportable list. No license is re-
quired. It is possible to keep the goods in bond, and the textile
alliance has requested the State Department to keep the goods in
bond, so they could make just as quick delivery as the German
importers could in the old days.

Mr. Metz has made the point that it would .be brought over in
barrels. You can bring it in in 10-pound packages and take care of
this specific case that he quoted.

Senator MOCumBER. Is there anything in the claim that the com-
mission is liable to hold that some American product is just as good
as that which is imported and compel the American user to use the
American product which he finds is not as good ? Have you had any
complaints along that line ?

Mr. TomPSON. Personally I have not.
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Senator MoCUMBER. I mean, has the commission had any com-
plaintsI

Mr. T7omPSON. Do you mean the State Department I
Senator MCCUMBEpR. Your particular bureau.
Mr. ThoMPsoN. No; we have not had brought to us any such

statement.
Senator SMoOT. Would such a statement come to you?
Mr. TuoMPsoN. Those cases are reviewed by us.
Senator LA FOLLETE. That is on appeal, do you mean
Mr. THOMPSON. No; but at our meetings. For instance, Dr.

Pennyman, who was the chemical adviser to the State Department,
has generally been responsible for the analysis to show that the
American product is equally as good as the German product. I
question whether anybody has suffered any serious loss.

Senator MCCUMBER. Take a case like this that was mentioned by
the last witness: A manufacturer of fabrics gives him the color
that he desires the fabric to be dyed. He receives that and the
manufacturer of the fabric desires to use a certain particular German
dye that he is acquainted with. He applies for tfe right to import
tO. He is denied that right upon the ground that the Du Ponts
or some other company produce the same thing. He uses the same
thing and he finds that it will not give the same results under arti-
ficiaI light, as one would have a reddish cast and the other, perhaps,
a greenish cast under the artificial light, and that he has not got
what his customer demanded of him.

Mr. THOMPSON. Well, those criticisms really from a practical
point of view are due to the personal equation of your dyer. I know
just the experience the gentleman has had. Certain of our mills
can not use certain colors which we use in other mills. As a matter
of fact, there is no reason why they should not, but we humor them.
I know the very color that this gentleman complained of. I think
it was a direct black.

At our Norwich plant we have an Austrian chemist and he has
insisted that we want to get back to the German color. We can not
get the German color and we get along all right with the-American
color. We have delivered the goods. It is a question of manipula-
tion. If you are going to meet all the whims of your dyer you are
going to be in hot water from start to finish.

I will admit that there have been inconveniences, but I think I voice
the sentiment of most of the big users in saying that we are willing
to submit to those inconveniences. to see this business thoroughly
established. We know perfectly well that previous to 1914 we were
absolutely in the hands of the German monopoly. We took what
they gave us. There was no appeal. There is no use going over that;
you gentlemen are thoroughly familiar with that story. We believe
now ;with the progress that has been made in this country, if given
,an opportunity we will have a self-sustaining industry which will meet
the needs of the American consumer. Of necessity'we have to have
the cheapest stuff we can get. We want it. We realize that we have
to meet ex ort trade competition. The British have put on the
embargo. hat takes care of that end of it. France, I believe, has
done the same. Mr. Metz gave you several instances this morning in
his testimony where competition has already brought down the prices
of the American dyestuffs to a fairly reasonable level.
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The things that are not made to-day are largely the vat colors.
They are fast colors that are used in cotton printing for shirtings
and ginghams. The Amoskeag Mills use them mostly. I am con-
vinced that if you give these people an opportunity for a year or
two they will manufacture them and give thcm_ to us as cheaply as
the Germans can, because if they can not do that the Germans will
have a monopoly and they can and will charge anything they want.

It is probably the most difficult branch of chemistry that has ever
been developed in this country. We are short of trained organic
chemists. We have to have a higher staff of them until we can
meet the Germans in certain fields. We issued licenses-I say "we,"
meaning the State Department, we acting as advisers-for 1,600,000
pounds of dyestuff in the six months end ing June 30. The records
will show, but I assume that the bulk of that are these so-called vat
colors, and a color which we get very largely from Switzerland,
Rhodamine 6-G, which is not made in this country. It is those
colors that the dyestuff manufacturer has to have protection on,
because he h-as not made them yet in sufficient quantity or at a price
that we would touch them. We have been able through- the license
system to get all we need. Frankly, we have suffered no inconven-
ience.

Senator MoLEAN. Is there necessity for a six months' delay in
securing any dyes?

Mr. THomPsoN. No; and'there is not any six months' delay to-day.
If the State Department will grant the request of the Textile Alliance
to carry stuff in bond, we can get the stuff very quickly.

Senator SMoOT. Is it not required at the State Department in
asking for a license that they shall name how much of a certain dye-
stuff they will use within six months?

Mr. TIioMPsoN. Yes. You are not allowed to import over a six
months' amount. Outside of these bogus applications which we got,
I think the manufacturers played very fair. Naturally, we do not
see the applications now, but as they ran originally they lived right
up to the State Department's request.

Senator SMOOT. Yes; and many of them when they got the goods-
in could not use them.

Mr. ThovpsoN. Well, that happened to all of us.
Senator SMOOT. But if you can buy and get your goods within 30

days that would not happen.
Mr. THOMPsON. No; but we have gone through an abnormal con-

dition.
Senator SMOoT. We are back now where we can do that.
Mr. THOMPSON. Exactly, but this time last year we were all run-

ning full; but since the 1st of October up to about six months ago.
we ran about 40_per cent. We naturally had not any use for a good
deal of the stuff brought over. In our particular instance we got
permission to resell. I think we sold to the Amoskeag Mills stuff
which we did not need.

Senator SMOOT. There is no necessity of that now?
Mr. THoMPsoN. No; but that would happen under any conditions.
Senator SMOOT. That is one reason why the license system is.

altogether wrong in principle. Considering the way the system has
worked in the past, to compel it now, when a manufacturer of this.
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country can get almost anything he wants at any time, I think is
unreasonable.

Mr. THom, soN. You do not have a licensing system. You have
animeportable list.

Senator McCumhbit_. Another question I wanted to ask is this:
I think Mr. Metz made the statement, in substance, that where he
desired to get a special color he had to unite. say, two or three or
four different colors. If he had to make his order through this
board he would then be giving away his trade secret as to tow to
get that particular color, which would work to his detriment?

Mr. TnompsoN. Well, I did rot see the specific color. I heard
his statement but, as a matter of fact, those trade secrets do not
amount to a hill of beans. There are a great many of the smaller
dyers who have not sufficient knowledge to combine the colors in
the right quantity. We make our own combinations. I heard Mr.
Metz quote the different c61ors that he used. Our chemists and
-our own dyers make that combination for us; whereas some little
fellow who owned'his own plant and has not sufficient knowledge to
make them, wants to buy what he calls a direct color to dye that
particular shade.

Senator McCuMBER. But I think his testimony was, for instance,
that he or his brother or someone else obtained from the German
manufacturer of dyes of a particular shade just the shade that he
wanted the number of pounds, or by liquid measure, whichever was
used, of each of may be a half dozen different dyes and had to mix
exactly in those quantities; that that then became his own trade
secret on this side of the ocean, and if he ordered that through this
board every competitor could immediately take advantage of what
he had secured in Germany and make the same shade.

Mr. ToMPSON. I could not follow him in that line of reasoning.
Senator MICCIBER. I may not have it exactly right, but it was

something along that line.
Mr. THOMPSON. All the browns and slates and drabs are a combi-

nation of three colors, generally speaking. You can buy a direct
color for a specific shade, but somebody like Mr. Metz mixes it for
the manufacturer instead of letting the manufacturer mix it for him-
self. We do our own mixing.

Senator McLEAN. Do you have any difficulty in getting shades?
Mr. TIuo'%iPsoN . No; not the slightest.
Senator McCuMsDiR. Can you match in your establishment any

shade that is produced in GermanyI
Mr. TuompsoN. I should say within reason; yes.
Senator MCCUMBER. And get it exactly true with a fast color?
Mr. Tuo.PsoN. Our colors are sent to us. Take a printing combi-

nation. There may be 23 colors in the combination. The designer
draws the design and he paints it in water color or oil color. We
have to match that with the dyestuff that we have. And I can not
say that we would absolutely match the paint on that sample, but
we would come so close to it that in trade usage it is entirely accept-
able.

Senator SHooT. Air. Thompson, printing cotton goods is quite
different from dyeing wool piece goods; not only that, but your
business is sufficiently large, so that you can have the very best of
chemists, and no doubt you do, but an ordinary woolen plant or an
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ordinary cotton plant can not afford them. They not only need
American dyes, but they need foreign dyes, as referred to by Mr.
Metz. Those sample books are sent to all of the manufacturers-in
fact, I am quite sure that none escaped receiving them, and a formula
is given, just as Mr. Metz says. I have seen *thousands of themmyself.Mr. THOMPSON. That is given by the American manufacturer just

the same.
Senator S)&ooT. I say, just the same as the foreign manufacturer.

That of course, is done and assists the small manufacturer in securing
the sades that he really desires.

Mr. THomPsoN. But he has no more trouble than he had in the
old days. I mean, the American dyestuff manufacturer will render
the small woolen manufacturer the same assistance as he got in the
old days.

Senator SMooT. I suppose he would. I do not think there is any
question about those colors being greater in number, and I think you
will say so too, that are manufactured by the Germans, and the com-
binations of color that the Germans manufacture are many, many
times as many as the American manufacturer has.

Mr. ToMPsON. There are a great many colors sold by the Ger-
mans, one color being under four or five names. They wanted to
put a mystery around it so they could control a certain field. A man
would call for a Six B-G, and ABC would be the same thing. •

We are getting rid of that sort of thing. I think that the American
manufacturer is selling his stuff, as far as I know, in a perfectly
straight manner.

Senator SsiooT. I never said anything to the contrary.
Mr. ToMiPSON. Oh, I understand that.
Senator McLEAN. The firm that you represent does not take or-

ders from the Amoskeag Co. I You do not work for them?
Mr. THoxPS N. We probably could.
Senator McLEAN. But you have not?
Mr. THOMPSON. Some o our associates have.
Senator McLEAN. Have any complaints come to you direct from

the Amoskeag Co.?
Mr. T'NOsiSoN. I know Mr. Demain has been dissatisfied with the

system from the start, and nothing will reconcile him to it. That is
his personal equation.

Senator S.iooT. He has a reason for it.
The CHAIRMAN. I would like to interrupt the committee for a

moment. Excuse me, Mr. Thompson. How much more time do
you desire?

Mr. THomPsoN. I am through, Mr. Chairman.
The CHAIRMAN. Word has just been conveyed to me from Sehator

Lodge that he would like the committee over on the floor of the
Senate to vote on a motion that is coming up and a call for a quorum.
It is a matter of some importance. In view of that fact, perhaps we
ouht to adjourn the committee for the day.

Cat is the pleasure of the committee?
Senator MCLEAN. If the witness caa conclu~le hhl reply tc1 this last

question, I am through. I would like to have him complete his rely.
The CHAIRMAN. Will you answer Senator McLei;n's question, ikr.

Thompson?

6566 TAW" HEAMG8.



DYES EMBARGO.

Mr. THOMPSON. If the Senator will repeat the question.
Senator McLEAN. In reply you said it was a matter of the personal

equation with Mr.-somelody, whose name I have forgotten -
'Mr. THOMPSON. Mr. Demain.
Senator McLEAN. I would like to have you explain what you mean

by that.
Mr. THoMPsON. I think it is perfectly well known that Mr. Domain

wants protection on what he sells and he wants free raw materials;
and he considers dyestuffs free raw materials.

Senator SsfooT. I think you are doing him an injustice. He does
not say he wants free trade in dyestuffs at all.

Mr. Tuom Psos. Then we simply get back to the question, Senator,
Will a tariff protect against the German cartel? There is the crux
of the whole thing. I can not believe that it ever will. It never did.

I think that this dyestuff industry has got to be placed separately
from all other industries, due to the competition of the German
cartel, which was a very ruthless system. It is riot necessary to go
into that. It is simply a question whether you believe that this
industry can be fostered under a protective tariff. Personally, I do
not believe it can.
Senator SMOOT. I do, and I have every reason to believe that it can.
Senator WATSON. Have you any investment at all in the dye in-

dustry in the United States ?
Mr. ToMPSON. I have some shares in the Du Pont Co. I have

owned them for a good many years. It is a very small investment in
6 per cent debentures. But I have no interest; no. As a consumer,
my interest is to get dyes.

Mr. CIIOATE. Before we adjourn, Mr. Chairman, I would like to have
incorporated in the record, in view of the incorporation of Senator
Thomas's speech, the answering speech of Senator Wolcott, delivered
in the Senato on the Du Pont-Levinstein agreement, which appears at
page 8991 of the Congressional Record, volume 59, No. 152.
The CHAIRAAN. Most of us heard that speech, and it certainly is

"crowding the mourners" to republish articles from the Congressional
Record. -If you desire to make a statement, calling the attention of
the committee to Mr. Wolcott's speech, we will embody your state-
ment in the record.

Mr. CIOATE. I only thought that if one speech went in it was only
fair to have the answering speech go in.

The CHAIWMAN. The other speech is not from the Congressional
Record and not already, printed.

The stenographer will make a memorandum that Mr. Choate calls
attention of the committee to Senator Wolcott's speech, which will be
found on page 8991, and following, of the Congressional Record of
June 3, 1920, volume 59, No. 152.

The committee will stand adjourned.
.Senator LA FOLLETrE. I desire to ask Mr. Thompson some ques-

tions when the committee meets here to-morrow.
The CHAIRMAN. The committee will stand adjourned until to-

morrow morning at half past 10 o'clock. The witnesses are excused
and the room will be cleared for the use of the Treasury experts.

(Whereupon, at 4.40 o'clock p. m., the committee adjourned until
to-morrow, Tuesday, August 9, 1921, at 10.30 o'clock a. m.)

I I I
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Tuesday, August 9, 1921.

The committee met, pursuant to adjournment, in room 312, Senate
Office Building, at 10.30 o'clock a. m., Senator Boies Penrose presiding.

Present: Senators Penrose (chairman), McCumber, Smoot La
Follette, Dillingham, McLean, Watson, Calder, Curtis, Sutherland,
Simmons, and Jones.

The CHAIRMAN. The committee will be in order. Senator Curtis
desires to make a statement to the committee in open session.

Senator Cuwrzs. Air. Chairman, it is perfectly obvious from the
length of time that has been already consumed that it is impossible,
unless some new plan is adopted, to get this bill reported out and to
act upon the revenue bill within any reasonable time. I have taken
the trouble to look over the hearings of the House, having read all the
hearings, some 36 reports, and I noticed in the House they
adopted the plan of allowing each witness 10 minutes and permitting
the witness to file a brief.

In view of the urgency of this matter, and the importance of getting
this legislation through at an early date, I propose the following resolu-
tion:

Resolred, That hereafter no witness shall be heard on any one subject longer than
15 minutes and that every such witness shall have a right to file a brief.

The CAIRMAN. Has any member of the committee any comment
to make on the resolution offered by Senator Curtis I

Senator LA FOLLErE. I think, Mr. Chairman, you might just as
well adopt a resolution to hold no hearings whatever as to adopt that
resolution. That will afford just about time enough for gentlemen
t make their demands with no opportunity to sift them out, subject
them to cross-examination, or get at the facts. It would reduce the
hearings before this committee to a mere special pleading on the part
of the interests. I suppose if this matter is to be taken up it ought
to bo taken up with some notice to the committee, so that all members
of the committee may have an opportunity to be present and express
themselves upon it.

The CHAIRMAN. The Chair is greatly impressed with the fact that
these hearings are spreading like a forest fire, and if the conflagration
is not stopped the whole country will be consumed, in a sense. We
will never get through. Already there are nearly 300 requests for
hearings, many of them duplications, which it seems impossible to
consolidate. I figure that if the hearings already requested are
granted and interminable time is taken in their statements, and,
what is a still worse, abuse, the tendency of the members of the com-
mittee to interrogate without limit and to get into arguments with
the witnesses, it will easily take two or three months to get through
with the hearings already in sight. Certainly, the American people
and the public and the committee do not want that condition to arise.

Senator CunTis. I would like to state, Mr. Chairman, that I notice
in the House hearings a good deal of the 10 minutes allowed a witness
was consumed by questions of the members of the conimittee, and
in one or two instances where the subject was yery important and
they had not gotten through, the time was extended. It seems to
me that ought to be left to the committee to determine. ,

The CHAiRMAN. I assume that in a special case unanimous con-
sent or even a majority vote would perniit an extehision of the hear-
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ings. Certainly the members of the committee ought to check them-
selves and refrain from getting into arguments with the witnesses and
bulldozing them. Something has got to be done or we will never
get through.

Senator McLEAN. Certainly, as far as this particular matter now
under consideration is concerned, it seems to me we ought to attempt
to limit the hearings. What may be necessary when we come to the
schedules I do not now.

Senator SMOoT. Is there any reason why they should be extended
any furtherI

Senator MoLPN. I do not know that there is, but there might be
an instance where it would be valuable to the committee. As sug.
gested by the Senator from Wisconsin, there might be a case where a
statement of a witness ought to be investigated in order that we
might get at the cost and all that sort of thing.

Senator CURTIS. That could be done at the time. That was done
in the House. There is no intention on my part to shut off anybody
from getting all the inforination necessary, but I do know from the
way the hearings have gone on, and I know from our experience in
the dye hearings before, that unless you apply some rule of this kind
you will not get this bill out for four months.

Senator LA FOLLETTE. You had better not get it out for four
months than to get it out on an imperfect statement of the facts.

Senator CUSTrS. Senator, there has not been anything new devel-
oped at all.

Senator LA FOLLETTE. The hearings before the Ways and Means
Committee on the Payne-Aldrich bill, as I remember it, covered some
12 or 14 volumes of printed testimony.

Senator CURTIS. There are 36 in this.
Senator LA FOLLLTE. And that was taken up, in considerable

portion at least by questions propounded and answered. It was not
simply a compilation of special pleading in the form of briefs.

Senator DILLINGHAM. What was the extent of the hearings on the
Payne-Aldrich bill in the SenateI

Senator LA FOLLETwE. They lasted for many weeks.
The CHAIRMAN. They lasted for six months, according to my

recollection.
Senator SMOOT. They were not oren hearings.
The CHAIRMAN. In the House they were; in the Senate there were

nopublic hearings.
nator DILLINGHAM. I said in the Senate.

Senator LA FOLLETTii. In the Senate the hearings were private and
lasted 48 hours, and the manufacturers were let in at the back door.
The public was not permitted to appear and was not represented at all.

The CHAIRMAN. I do not remember any back door. There was
only one door, according to my recollection.

Senator WATSON. Mr. Chairman, I think we ought to consider the
business of this committee in connection with the business of the
Senate. The situation is such that if we are asked to pass the railroad
bill, the foreign funding bill, the tax bill, and the tariff bill, and to
consider the Newberry case, which is one of the highest privilege, it
would be impossible for us to do all those things even if we were to
begin now, and it is quite evident that if we go on with these hearings
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the way they have been going on this bill will not be reported from
this committee in the next two months, and it will be impossible for
us to pass it and the tax bill before the lst of December.
S Senator LA FOLLETTrE. Unless you can adopt cloture in the Senate
Senator, you will not expedite the passage of this bill by cuttin off
these hearings. That is my judgment about it, and I do not believe
you can adopt cloture in the Senate on a tariff bill.

Senator WATSON. I think we can meet that situation when we come
to it. I think ways and means can be found for a majority in the
Senate to legislate and have hearings thac. are reasonably lair and
an opportunity given for such examination as may be necessary on
the things that are most important; certainly that is all anybody
has a right to ask, at least. from my viewpoint. I am not seeking
to speak for anybody else. But the cross-examination of any witness
can-be made interminable; there is no limit to the questions that can
be asked; then members naturally get into debate among themselves
and consume more time than they do in talking with the witness
or the witness does in his examination. I think the thing to do is to
adopt some cloture, and therefore I second the motion made by
Senator Curtis.

The CwAmun. Of course, here is this embargo question. We all
recognize the widespread interest in it, and yet we have spent several
days conducting hearings, with no new light that I can see on any-
thing that is not, contained in the volumifious hearings held within a
very short period by a subcommittee of this committee. *The
situation is becoming intolerable and will be a just subject of criticism
on the part of the American people. Hence, I have permitted this
discussion to be held in open session in order that the public may know
that the committee is impressed with the importance of restricting
these hearings, without any desire to suppress the truth, of course,
but with a desire of permitting all the illumination possible con-
sistent with reason and good sense. I will therefore put the question
in open session.

Senator LA FOLLEITE. I ask for a roll call.
The CHuAMAN. A roll call has been requested and the clerk will call

the roll.
Senator Smoor. I want to say, Mr. Chairman, that I recognize the

fact that if we are going to get this bill out, and if we are going to
take each of these schedules up, there has got to be some kind of a lhmi-
tation made. You are making a limitation, though, upon the most
vital questions just the same as you would upon any one little unim-
portant item, and I think that we ought to wind up these hearings, as
far as the American valuation and the embargo questions are con-
cerned, that we ought to have a meeting of the committee, that then
we ought to decide what we are going to do with those two questions,
and then start the hearings. Then there would not bp so very much
trouble.

The CH AIRMAN. I will state, and I have already announced that
it is the purpose of the committee, when these hearings on the embargo
and American valuation are closed, which will be to-day, the com-
mittee will proceed in executive session and in conference with the
Government experts to determine the policy of this committee on
these questions. Then having provided the basis for the calculation
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of duties, we will proceed to hold a limited number of hearings on the
duties.

Senator DILLINOIIAM. Mr. Chairman, if it is the intention of the
committee to close these hearings on the embargo to-day-

Scnator LA FOLLETTE. It is closing the hearings on the bill, not the
embargo. That is the purpose of this resolution, as I understand it.

Senator DILLINOUAM. Will you permit me to complete my state-
mentI

Senator LA FOLLErE. I beg your pardon.
Senator DILLINOIAM. If it is the purpose of the committee to close

the hearings on the embargo to-day it might be well to lot this resolu-
tion go over until the next meeting, in order that there may be a full
committee, because then we will be facing a now situation. We shall
have before us everything that has been said on the question- of
American valuation and on the question of the embargo and if we
can dispose of those two questions the whole question of taking up
the schedule will be before us and we can intelligently adopt a rule.

Senator CURTIS. Lot us vote on this and make it applicable after
the disposition of the valuation and embargo questions.

The CH1AIRM. AN. Let us vote on this to-day to go into effect after
those questions are decided.

Senator McLEAN. Or you might amend your resolution to read
"until otherwise ordered."

The CHAIRMAN. If there is no objection, that will be the under-
standing, that the rule shall not apply to the pending hearing.

Senator LA FOLLETIE. That is, it does not apply to the hearings on
embargo and valuation, but it does apply to the hearings upon the bill
which we havo not yet taken up, the sc-iedules?

The CIIAIRMAN. Yes. It is there that we will be protected from
delay caused by absent Senators on other matters.

Senator LA lOLLETTE. I want a roll call on that.
Senator CALDER. I shall vote for the resolution with the under-

standing that if an extraordinary case should arise where it might
become important to extend the hearing of an individual witness
that may be done.

The NAIMAN. It has just been stated by myself, and I think by
others, that in extraordinary cases unanimous consent at any time can
waive the rule or a vote can suspend the rule or repeal it. The clerk
will call the roil.
Tie clerk called the roll; and there were-yeas, 7; nays, 1; not

present, 8, as follows:
Yeas: Calder, Curtis, Dillingham, McLean, Smoot, Watson and

Penrose-7. Nays: La Folletto-1. Not present: Gerry1 Jones,
Mcunber, Reed, Simmons, Sutherland, Walsh, and Wi liams-8.

The CHAIRMAN. The motion is therefore agreed to, and the rule
will stand as the rule of the committee until otherwise ordered.

Has Mr. Thompson finished his statement I
Senator SHrooT. I understood he was through last night.
Senator WATSON. I think Senator La Foll-ette asked him to be

present to-day in order that he might ask him some questions.
Senator LA FOLLETTE. I did.
The CHAIRMAN. Mr. Thompson, are you prepared to go onI
Mr. THOMPSON. Yes, sir.
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STATEMENT OF HENRY j3. THOMPSON REPRESENTING THE
NATIONAL ASSOCIATION OF FINISEERW OF COTTON FABRIOS-
,Resumed.

The CiuAlMAN. You are here this morning, Mr. Thompson, after
closing your statement yesterday, as I recollect, at the request of
Senatorl,a Follette, who desires to address certain inquiries to you.

Mr. TiHOMPSON. Senator, before I answer any inquiries, I would
like to supplement a statement that I made yesterday afternoon.
One of your members asked me if I had any interest in the stock of
any company manufacturing dyestuffs, and my answer was that I
owned 200 shares of the 6 per cent debenture stock of the Du Pont
Co. In addition to that I had overlooked the fact that I do own 150
shares in the Newport Co., and I would like to explain, if you will
permit me, exactly the way I owned these stock.

I suppose about 10 years ago I purchased $10,000 worth of 4 per
cent bonds in the Du Pont Co ., and probably year later an equal
amount of thopreferred stock in the Hercules Co., when that was
issued. Later i sold both of those securities and put the money, or
the equivalent of the money, into the 6 per cent debenture bonds
which I now own.

Senator SMoo'r. What is the amount of the bonds, the face value
of the bonds?

Mr. TitosiPsoN. To-day I suppose they would be worth about
$15,000. I acquired the Newport stock in this way: I havd for a
period of about 10 yars been in the habit of buying in a small way
certain securities o a young man, who is an intimate friend of my
children Mr. Mather, who is connected with the firm of William A.
Reed, of New York.'

About 18 months ago he came to my office and stated that the
company was selling a new industrial stock which he thought would
interest me which was this Newport stock. After reading their
prospectus f told him to put me down for 150 shares. That was the
first time I had known of the company, and my interest is simply
the amount that I purchased. The reason I have gone into these
details is that I would not want you to think that my ownership of
these securities influenced me in any way in my attitude toward this
legislation, because if it did I think my directors would be entirely
justified in firing me, and I think they would fire me. I do not think
they would keep me in my position, because my real interest in this
thing-I can put it very briefly-is this: I think it was in answer to
a question yesterday that Mr. Metz stated that he believed 80 per
cent of the dyestuffs used in this country was now manufactured here
and that the Germans were supplying us 20 per cent. It is really
that 20 per cent that most of us are interested in to-day, and it is
really vital to the perpetuation of a great deal of our business.

I will take one of our plants, the Pawtucket plant, as an illustration.
Our printing there is on shirtings which have to be printed in these
fast colors, the vat colors, and prints which require rhodamine 0-0,
which is not made in this country.

Now, what is true of our Pawtucket branch is true of all our com-
petitors-the American Printing Co. at Fall River, the Pacific Mills,
and it is true of other mills, such as the Amoskeag and the Lancaster
Mills and every Souther gingham mill. We are dependent to-day
for all our supply of colors on a German monopoly. Frankly,
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I do not feel that that is a healthy condition. We can not get
those colors to-day, except in a very limited way and at a very
high price, from the American manufacturer. They are not made
in quantity. The result of that is that it leaves us open to these
possibilities. One we have arrived at already. The German manu-
facturer, knowing that he has lost a large part of this market, has
naturally advanced his price very radically on the colors that he
is selling to us. I can not say exactly, but offhand I should say the
prices that we pay for these vat colors are four times what we were
paying before the war. I question very seriously if their manu-
facture bas advanced in the same ratio. Of course their cost of
manufacture has advanced. The German cartel have the privilege
of putting those prices to any figure they want.

ere is a possible danger, and-I do not think it is an imaginary
danger: They have a right not to sell us at all, and enable the Ger-
man manufacturer of ginghams and of fast color prints to export his
goods into this country and sell their colors through the German
manufacturer. In that way they would kill two birds with one stone;
they would sell their color and the cotton mill products of Germany
to this country in a very large way because the gingham industry
and the percale industry and the shirting industry form a very large
part of the cotton business. I think that is really a source of danger.

There seems to be some fear expressed by some of the gentlemen
here about a monopoly. We are to-day living by the grace of a
German monopoly for a large part of our business, and it is that idea
that I am interested in, seeing the whole dye industry perpetuated
here. I could not think of this legislation being anything more than
temporary. If these gentlemen can not manufacture goods in com-
petition with the Germans in the next three or four years, they had
better throw up their hands.

Senator LA FOLLETTE. Mr. Chairman, I am obliged to leave the
committee room to attend upon a meeting of the Committee on
Interstate Commerce that takes up at 11 o'clock the Townsend bill
to further finance the railroads. I am, therefore, obliged to forego
the opportunity to ask any questions of this witness or any other
witness that may attend during the morning hearings.

Senator SMOOT. Will you be here this afternoonI
Senator LA FOLLETTE. I will be here this afternoon if this coin-

inittee is in session and the other committee is not in session.
Senator SbtOoT. Is there any other member of the committee who

desires to ask Mr. Thompson any questions as to this embargo
proposition? If not, Mr. Thompson, we will excuse you. We will
now call Mr. G. E. Haywatrd.
STATEMENT OF GEORGE E. HAYWARD, MARIETTA OHIO, REPRE-

. SENTING THE MARIETTA REFINING dO.
Senator SMioor. Mr. Hayward, will you please state for the record

your name, your residence, and whom you represent?
Mr. HAYWARD. George E. Hayward, Marietta, Ohio. I represent

the Marietta Refining Co., of Marietta, Ohio.
Senator SMoOT. You may proceed.
Mr. HAYWARD. We have been engaged in the dyestuff business.

The Marietta Refining Co. was formerly a company engaged in refining
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petroleum. Their works were destroyed by a disastrous flood in the
hio Valley, and by a set of circumstances they engaged in the manu-

facture of aniline dyestuffs in the latter part of 1918. There are only
a few persons interested in this company. We regarded the business
as rather hazardous and we did not invite very much public partici-
pation. The community, however, has some interest in this matter.
We disbursed in our town $83 000 in labor pay rolls last year and
about $30,000 in salaries. So that the public of our community has
some little interest, and we feel that in view of the intermediates that
we are manufacturing, or one intermediate especially, and the fact
that our apparatus is adaptable to it, there might be somo'national
interest in this matter on account of national defense.

Senator SMOOT. What are you making in the way of intermediatesI
Mr. HAYWARD. We are ma]mg dimethylanilin. That is one of the

important intermediates in ma basic colors and other colors.
We also make three basic coal-tar colors of what are regarded as some
of the higher classes of basic coal-tar products; milachite green,
brilliant green, and auramine.

Aside rom the community interest, I perhaps would not ask to be
heard before this committee, except for one particular reason, which
I will get to in just a moment.

We-feel that under normal conditions we would not fear German
competition if a reasonable tariff were maintained on the aniline
products, about the same as there is now or possibly some increase
according to the present condition, but our greatest concern is on
account, of the foreign exchange situation.

You perhaps are well acquainted with the fact that the present
German currency is only one-sixteenth of its normal value; and that
the German laborer, although highly paid at the present time in their
currency, the dyestuff laborer is only receiving now 56 cents a day
on an average in our currency; and, as we have to pay our laborers
according to our own currency and sell in the same market with the
German who pays in his currency, we are in the same predicament
that Switzerland is in who has an appreciated currency with reference
to Germany, although we are in a worse position of any of the coun:
tries because our currency is the most appreciated. Therefore,
coming in competition with a country, or any number of countries,
that has a depreciated currency we are at a great disadvantage, be-
cause the cost of many of the so-called raw materials depends upon
the cost of labor. For example, dimethylaniin is a raw material, or
has been a raw material to us, but it represents the element of manu-
facture which goes back to labor, and its real cost is finally largely
labor. Therefore, Germany with this depreciated currrency trading
with neighbor countries also with depreciated currency can supply
this material without dealing with us. Therefore the current is al
against us. Not only the dyestuff manufacturers, but other manu-
facturers will in course of time feel the effects of this.

Senator SMOOT. I have a letter here from an importer in which
there appears a statement which I would like to read to you. I
wanted to ask you whether you had any experience in your line that
would justify any such statement. The statement is:

The theory that exchange cheapens the product is not in accord with the facts, as in
our experience we have paid in many instances ovdr 2 000 per cent higher cost than
those of prewar times, and on many invoices this rule has been so positive that it is
almost a truism.
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Do you think that that statement is correct I
t. IAYwARD. I still think it will hold.

Senator SMOOT. Do you not know that it is not correct?
Mr. HAYWARD. No 7I do not.
Senator McLRAN. it would depend on the degree of competition

that this particular article would meet with, would it not? If they
are making something that we do not make here they could fix the
price, could they not .

Mr. HAYWARD. The cost of the making, however, all depends on
how much they paid out for labor.

Senator MoL]AN. I am not speaking of the cost of making. I am
speaking of the price that the importer paid. However, that is all
right.. Proceed.

that HAYwARD. We made our calculations in entering this business
that there would be no advance whatever in the tariff, and, therefore,
were it not for this exchange situation we feel we could compete.

A statement was made by a witness here yesterday, a man well
informed in the business-

Senator SiMmns. Pardon me. Then, it must be your opinion
that if the tariff were increased to the point whore it would overcome
this exchange business that would be all that would be necessary?

Mr. HAYWARD. Yes, sir.
Senator SiMoNs. Have you any definite idea of how much your

present duty would have to be increased in order to accomplish that
result?

Mr. HAYWARD. Of course, there are financial and economic forces at
work in the world and no one knows how they will work out, but if
this exchange situation works out as I think it will it would take a
very large tariff. As the exchangeworks higher the necessity of a high
tariff will diminish. If the exchange were normal I do not think we
would nebd very much more tariff.

Senator SMo T. The American valuation would help that.
AMr. HAYWARD. The American valuation would help very greatly,

of course.
Senator SmooT. Proceed.
Mr. HAYWARD. A witness yesterday made the statement that the

larger manufacturers in the United States would monopolize the
business through the fact that they control the intermediates. So
far as our plant is concerned, which involves only a capital of
$150 000, it does not fear that situation at all. There was a tre-
menAous shortage of dimethylanilin and we put in our plant and
made our own, and we can go back further than that if necessary.
I do not think there is anything real about that menace. The only
thing that causes us not to continue to develop our business in a
larger way is the fact that we feel we are up against an impass6 in
this exchange situation, which is only beginning to work out. We
have developed three important basic colors, 'but we are right on
the edge of a half dozen more.

Senator SiMmoNs. Have you made any investigation with a view
to ascertaining the value at which the products you make are invoiced
when imported into this country ?

Mr. HAYWARD. I could give you some figures as to the invoices-
Senator SimmoNs. I am not talking now about the price at which

they sell in the foreign country, butI am talking about the invoice
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prices when they are imported into this country. There seems to
be, from the testimony that we have had heretofore some differ-
ence between the foreign selling price and the invoice price, the
price at which the importer values his goods for the purpose of the
application of the tariff. That is what I would like to ascertain,
whether you are comparing your cost of production, or the market
price of your product, with the foreign cost of production, or rather
the German cost of production, and the German selling price, or
have you been comparing it with the actual price at which the
German exporter invoices his goods ?

Mr. HAYWARD. We take account n. both the American valua-
tion-

Senator SIMMONS. I am not talking about the American valua-
.tion; I am talking about the value that is actually placed upon the
goods by the importer for purposes of assessing the duties against
those goods.

Mr. HAYWARD. I am not posted on that subject.
Senator SIMMONS. I am asking that question because witness

have testified here, not in this hearing but in the hearings upon 'ho
emergency tariff, that the invoice prices of German goods now tire
higher than they were before the war, and that the duties are being
paid in New York upon German goods at a higher valuation than that
upon which they were paid before the war.

Mr. HAYWARD. That may be true. I do not have any experience
along that line.

Senator SIMMONS. That, if continued, would seen, so far as you are
concerned, to remove your trouble about this exchange situation.
You are only interested in the exchange situation to the extent that
it affects the value upon which -the duty is levied. Now, if that
price, that value, is as high as it was before the war and higher-and
that is what the witness said-I do not see how you would suffer by
this low exchange rate; that is, if that continues. I do not know
whether that is a permanent condition or not, but the customs
officials testified that it was an actual condition.

Mr. HAYWARD. We are obliged, however, Senator, to base our cal-
culations on what they can do rather than what they have done,
because they are only ust getting ready vyith this campaign.

Senator SMMON&S. The value of German goods upon which duties
are being paid, is not that the question? Of course, assuming always
that that is to continue.

Mr. HAYWARD. Of course, in cutting prices they do not do it all at
once. They do it so they can get a little under the price until the
other fellow gives out. _That is all that is necessary. They natu-
rally want to make all the money they can.

Senator SIMMONS. You have no looked into that situation that I
am discussing?

Mr. HAYWARD. I have made some inquiries.
Senator SI.,w.ioNs. Did you get any facts as the result of suchinquiries?,fr. HAYWARD. They are furnishing auramine in bond at about the

same price we are selling it for in New York City.
Senator SIMMONS. You mean to say, then, it is invoiced when

imported at about the same price at which you are selling it ?
Mr. HAYWARD. Yes, sir.
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Senator SitMoNs. And the duty is paid upon that invoice price I
Mr. HAYWARD. Yes, sir.
Senator SIMMONS. So you are not hurt if the foreign market price

is falling
i r. WAYWARD. It is my opinion that unless this embargo is placed

that any American color over 40 cents a pound will disappear. That
is, the American manufacturers will be driven out of business. I
give you that as my opinion after a careful investigation.

Senator StIMONS. r did not catchF that statement.
Mr. HAYWARD. I said that any manufacturer producing any color

costing over 40 cents a pound will be driven out of business.
Senator SIM3oNs. Ufiless the duty is increased.
Senator McLEAN. He did not say that.
Mr. HAYWARD. Any reasonable ordinary duty that has been con-

sidered for any time. For instance, the present duty would not
enable any modern color to be manufactured in the United States
that costs over 40 cents a pound.

Senator SMMons. But you did not express the opinion that it
would be necessary to have an embargo?

Mr. HAYWARD. I do think an embargo is the only effective thing
at the present time. I would not ask for it for any longer than
three years, and I believe by that time the exchange situation will
have righted itself partially and the Americans will be able to compete.

Senator SMOOT. With an American valuation and a rate of duty
to protect the industry, do you think that would reach the same
end as an embargo?

Air. HAYWARD. It would have to be what might be regarded as
ridiculously high.

Senator SMOOT. You need not say what it would be regarded as
having to be.

Mr. HAYWARD. It would answer the same purpose if it were high
enough.

Senator SIMMiONS. You admit that a great many of the products
of the dye industry can now compete, do you not?

Mr. HAYWARD. There are quite a number of things that could
compete, even under the present conditions, but they are the cheaper
things.

Senator SiMMONs. What percentage of the products? -
Mr. HAYWARD. Take the acids and the reagents and the cheapercolors; they will come very near competing under the present schedule.
Senator SIMMONS. If you adopt the embargo system the imports

of those things would be embargoed, would they not?
Mr. HAYWARD. I presume they would.
Senator SIMMONS. What reason can you assign for embargoing

the importation of a product where you say there is no trouble about
competition?

Mlr. HAYWARD. It is a difficult thing, of course, for me to speak
for the whole chemical and dye industry. I am only posted on the
part that I am interested in.

Senator SItMOs. Suppose there is a part of the products, %e will
say 25 per cent of the products of the dyestuffs industry in this
country that can compete upon the present tariff rate, with the
present tariff protection; and there is another 25 per cent of it that
can compete if you would give a reasonable increase in the present
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rates. "Would you think with 50 per cent that could either compete
upon the basis of the present rate or with a reasonable increase in that
rate that you ought to adopt an embargo system that would embargo
the importations of that 50 per cent in order to protect the other
60 percent? Would not the more reasonable thing be to differentiate
the two ? If you are going to impose an embargo impose it upon
those things and only those specific things where a tariff would not
adequately protect or a reasonable tariff would not adequately pro-
tect.

Mr. HAYWARD. Yes; that seems reasonable.
Senator McLEAN. With the dyes that are made in this country,

25 per cent, being made so cheally now that there is no difficulty in
supplying the domestic demand, the embargo would not injure any
consumer in this country, would it?

Mr. HAYWARD. They competed before the war and before any of
these conditions changed.

Senator McLEAN. How do your prices now compare with your
prices before the war or when you began to produce?

Mir. HAYWARD. They are about half
Senator MCLEAN. Does that reduction largely apply to these

standard dyes that have been perfected in this country?
Mr. HAYiWARD. The cost of all raw materials have come down

very greatly, of course. There was a tremendous fall right after the
armistice, and then there was a starvation boom, and after that the

rice was forced up by scarcity of supply. Dimethylanilin is only
half the cost it was a year ago. It was practically unobtainable then.
That is when wo were forced into making it.

Senator SMxooT. Proceed.
Mr. HAYWARD. We feel that we can go along, even in a small way,

in spite of the statement of the witness yesterday that we are depend-
ent on the grace of the larger manufacturers of this country. We do
not feel that there is any particular menace to us; and so far as our
plans are concerned, we have perfected three colors which are as good
as any made in the world, in spite of the fact that there is a superiority
claimed for German dyes. We have four more that we would bring
out right away if we felt that there was any security in the matter.
We have not proceeded at all to bring out any of those colors, and we
do not expect to until we have some assurance that we will be able
to continue in business.

Senator McLEAn. That is, unless you have a tariff that will appear
to be ridiculously high, or an embargo, you will not invest the capital
that will be necessary to develop these other colors that you believe
you have perfected?

Mr. HAYWARD. No, sir. We would not be willing to go any further
in development work.

-Senator SIMxoNs. You said a little while ago that your apprehen-
sion grew altogether out of the exchange situation.

Mr. HAYWARD. Yes, sir.
Senator SIMsioNs. If this committee should adopt the American

valuation plan, that would be overcome, would it not?
Mr. HAYWARD. No. It would not alter tho cost of the products

abroad at all. The application of the duty, of course, would be
another matter altogether.

Senator SixefroNs. It would greatly increase your protection?
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Mr. HIAYVARD. It would increase the protection, to be sure; but
the initial cost over there would not be altered by the American
valuation.

.Senator SIMMONS. If they continue their present plan of trying to
get the benefit of the higher prices in this country, that would help
you, would it not?

Mr. H4YWARD. Oh, yes; certainly. But so long as they sell a
little under us, so it is money in their pocket for us to expire slowly,
but just the more certainly, than if they cut it down to the very
bedrock in the beginning.

Senator McLEAN. Would you rather take your chances with do-
mestic competition than you would with the German monopoly?

Mr. HAYWARD. I have no particular fear of the domestic competi-
tion. If we can not take care of ourselves with domestic competition,
as the witness said yesterday, we are in an impossible position and
not entitled to go on, if we havo invested our money on false premises.
We feel that our calculations are based on sound principles were it
not for the exchange situation. That is something that has come up
that has entirely upset all our calculations.

Senator MCLEAN. You do not fear domestic competition that
maintains the same standard of wages and costs?

Mr. HAYWARD. We pay $6.50 a day on an average to our employees,
and if we are to compete with a man who can hire his employees for
56 cents a day we do not see any chance whatever.

Senator SUTHERLAND. Have you made any adjustment of your
wages since the war?

Mr. HAYWARD. No, sir; we have had to employ fewer laborers, but
we pay the same price.

Senator SUTIIERLAND. You are continuing your scale of wages?
Mr. HAYWARD. 1 do not think we can, but we did not feel that a

readjustment is workable at this time. As the witness said yesterday,
it is a disagreeable and dirt? job working in dye work, ani we have
sifted these men down until they are the most skilled men we have,
and we feel that we ought to maintain the same schedule.

Senator SMOOT. Is your plant running full?
Mr. HAYWARD. No, sir; only about one-third.
Senator SImsMONS. You said a little while ago that prices were very

much less than when you beganI
Mr. HAYWARD. Yes, sir; tat is all duo to reduction in the cost of

raw materials.
Senator SIsMsioNs. You began in 1918 when we had the high pricm

in this country for everything?
Mr. HAYWARD. Yes, sir.

Senator Sih.Nioxs. And since then you have lost a large number of
customers, have you not?

Mr. HAYWARD. Yes. In the last five or six months our business
has been very much diminished by the fact that there is a world-wide
reduction in purchases of everything.

Senator SIMioNs. In the purchasing power. And then, of course,
the dye industry has probably lost more heavily than most other
industries because the demand during the war was abnormal as
compared with the demand for many other things.

Mr. HAYWARD. The paper trade, for example: If you have noticed
the press reports, you have found that the paper trade has been very



much depressed for a good many months and strikes have prevailed.
We manufacture a color that is largely used in the paper trade.

Senator SiiooT. Mr. Hayward, if you can get through in a few
moments we have another witness with whom we wbuld like to
finish before 12 o'clock.

Senator SIMMOs. I will not ask him any more questions.
Mr. HAYWARD. So far as the superiority of the German dyes, as we

have found them, is concerned, we do not think there is anything to
that. A fostered idea has been going around that the German dyes
are superior. But the American dyes are catching up with that
idea very fast, and we think if there is any real " pro bunco public"
matter, as mentioned by the witness, it is the tak that the German
dyes are so much superior to the American dyes.

I will say that our list of dyes is as good as any made in tile world.
We do not think that the race is always to the strong, although we
have come into a field of action that we regard as a very hazardous
one. There were five or six of us that went into this dyestuff matter
with our eyes open and if we lose all the money that we have put
into it there will not be very much whimpering 11one about it. Our
local public has an interest, and we believe that there is a national
interest in having our business maintained.

Senator SiMprNos. We are producing, I believe they say, about 90
per cent of all the dyes we need. When the war began we were pro-
ducing only 10 per cent. You say that what we are producing is as
good as can be produced anywhere else in the world?

Mr. HIAYW,%RD. I said ours were. I can not answer for all of them.
Senator Si,mbo.Ns. Oh, yours. I thought you spoke generally of

the dyestuffs.
Mr. HAYWARD. 1 ain not well enough posted to make that state-

ment, but I do know that, our own are as good as can be produced
anywhere else in the world.

Senator SvNioxNS. Assuming that other people's are as good as
yours-and that is generally tie case, although a man may be dis-
posed to think his is a little the best-

Mr. IAYWARD. Naturally.
Senator SIMMONS. It strikes me as a little bit remarkable that an

industry that is producing 90 per cent of what we consume in this
country, if its products are as good as any produced in the world,
should not be able to get along with the same rate of protection that,
is accorded other industries.

Mr. IAYWAR. If you Will investigate tl effect of this exchmajage
situation---

Senator SIMiMONs. That seems a right favorable situation to me,
producing 90 per cent of all that we need and still exporting large
quantities, and producing as good things as are produced practically
anywhere else in the( world. That is a right favorable position. I
do not see that that position would entitle you to any more consid-
eration in connection with the tariff than any other ini(lustry in this
countrydoing likewise.

Mr. HAYWARD. We have been driven out of the Chinese and Jap-
anese markets already. A great deal of our stuff was exported. We
have been driven out of there. We are selling goods there at a loss
in order to unload them and get out of the business. 'iat is just

7
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exactly where we are heading-out of the business-unless there is
something done that will help us to remain in it.

Senator SisuMO.s. That is because Germany is underselling you
there?

Mr. H.AvWARD. Yes, sir.
Senator SiM.o.Ns. May not Germany or some other country in

Europe, where they have this same exchange situation, be under-
selling other manufacturers in this country in China ?

Mr. HAYWARD. Yes, sir; I think they are.
Senator SIMMONS. So far as the Chinese market is concerned, you

arejust on a parity with the balance of them?
Mr. HAYWARD. Yes, sir.
Senator S.si3Itoxs. Why are you asking for more than the balance I

Nobody is asking an embargo here except the dyestuff people.
Mr. HAYWARD. We are driven out of that market. We know there

is going to happen in this country exactly what has happened there.
Senator SBNIroNs. Say that other industries are being driven out

for the same reason and in the samo way-
Mr. HAYWARD. To be driven out of a foreign market would not

drive us out of the business entirely if we have a domestic buBiness.
We can switch over into other colors. But if we are driven out of
both foreign and domestic markets, we are through.

Senator SIMunmNS. That is true of other businesses as well as-yours.
Mr. HAYWARD. Yes, sir.
Senator SIMMIONs. I (to not see in what special particular you

differentiate your case from the case of the other industries in the
country. If they can get along with the tariff, why can not you?
You ma need a little bit more.

Mr. AYWARD. The only thing is the German cartel.
Senator SiMiMO.xs. You would not think of standing here and

advocating an embargo upon all foreign manufactures.
Mr. ]IAYwARD. The cartel is the best organized of all the German

industries.
Senator S.MOOT. That applies to the steel trade and others.
Senator DILLINOIIAM1. Mr. Witness, I have been a good deal con-

fused because of the interruptions that have occurred. Three times
you made the statement that you were making three dyes that were
absolutely satisfactory to you.

Mr. HAYWARD. Yes, sir.
Senator DILLINOiAx. And that you have in mind the purpose to

protect other colors that will be equally good, but that there are
certain conditions upon which that depends?

Mr. HAYWARD. Yes, sir.
Senator DILLINOIAM. I would like your judgment on that.
Mr. HAYWARD. I would like to know that for a temporary period

the German dyes will be excluded.
Senator DILLINOH AM. Why do you think that is necessary?
Mr. HAYWARD. On account of the fact that the manufacturing

costs will be such that we will be driven out of business.
Senator DILLINoiLu. That is all.
Senator McCtuMnEn. Can you not have a tariff high enough to

protect you?
Mr. IL YWARD. Yes, sir.
Senator MICCUMBER. Then if you have a tariff that is high enough

you will not be driven out of business, will you?
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Mr. HAYWARD. That is true.
Senator MCCUMBER. Would you not rather have a siifficiently

high tariff than an embargo ?
Mr. HAYWARD. I consider that for the onslaught of the cartel it

is necessary to havo an embargo for a short time.
Senator'M.CCUMBnER. That is what I am trying to get at. Why is

it necessary to have an embargo instead of a high protective tariff ?
Mr. HAYWARD. The exchange situation will right itself presently,

but I do not know how soon that will be. When it rights itself a
reasonable tariff is all that is necessary.

Senator Si M.rs. Suppose it should right itself in a year and von
have an embargo for three years. What sort of an injustice do you
think will be worked among the people of this country for the next
two years?

Mr. HAYWARD. It might be regarded as an injustice if we are
charging too much for our dyestulfs.

Senator SI.Mvsioxs. Most people charge all they can get.
Mr. HAYWARD. Competition among American dyestuff manu-

facturers has already brought it down a very great deal.
Senator Sj.tboNs. I (1o not know whether it has or not. I do not,

know whether that is the cause of the slump, or other things. You
can assin a great many causes now for slumps.

Mr. LAYWARD. That is very true.
Senator SIMMONS. l)emamid'is the chief cause, or lack of demand.
Senator McCu.%mER. I wish you would make a little mnore'clear

your point that it is better to harve an embargo than a high protective
tariff to protect yourself from this German cartel.

M! . HAYWARD. I would consider that it would be impossible to ,,et
a tariff through high enough to answer the purpose, because it it
were made so it would be ridiculously high. I have called the atten-
tion of the committee to the difference in the cost of raw materials,
and it is largely based on labor in Germany and other foreign coun-
tries. The Swiss works right now are idle.

Senator SMOOT. What percentage of the cost of your three dyes
that you make is labor?

Mr. HAYWARD. About 15 to 18 per cent, under present conditions.
But as the price of raw materials goes down, the cost of the labor in-
creases very rapidly.

Senator SMrOOT. but does that 15 per cent include the salaries paid
you and the others ?

Mr. HAYWARr. No, sir. For example, on sales of something over
$600,000 our labor was about $70,000.

Senator SMiooT. If wo gave you protection twice the amount of all
your labor cost, why would the German labor interfere?

Mr. HAYWARD. German labor, however, enters into the cost of the
intermediates and raw materials.

Senator SM1OO. You are making intermediates yourself, and that
is 15 per cent on intermediates. This will be 15 per cent not only on
them but on the finished product.

Mr. HAYWARD. 0 course, we step back from these intermediates
we are making, to wood alcohol, the cost of which is largely labor.
That is produced very cheaply in Europe. Time cost of that is largely
labor, woodcutting and wvood'handling anti all those things.

Mr. METZ. Wood alcohol is being shipped abroad and has been for
many years.
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Mr. HAYWARD. All the same a good part of the cost is labor.
Senator SMOOT. If it is just as dear to manufacture in Germany as

it is in the United States, then labor does not cut any figure.
Mr. HAYWARD. But Germany, in this particular instance, does not

have much wood to spare. They. do not manufacture much, but they
can buy it from other countries that have depreciated currency.

Senator S3IOOT. They do not buy it any cheaper than the American
mills do.

Mr. HAYWARD. Right now, they do not, but it remains to be seen.
I could tell you of the prospects we have for expanding our business,

but you have asked me to limit my time. I could show you that we
are on the edge of a great development in our business, certain colors
and mary things which are closely allied to these colors which we are
making. The fact is that this German formula that was given out
by the Foundation does not affect us a particle. We do not consider
that the formula itself is so important. I presume that there are a
thousand chemists in the United States that, in a laboratory, can
make malachite green. Thero are only three companies that haveperfected it where it will enter into large competition, where a foreign
crystal is necessary. Many hundreds of thousands of dollars have
been spent in developing it, and it cost us a great many thousand
dollars to develop it, anl about two years' time. But the formula
itself has very little value. It is a mechanical problem, largely, in
manufacturing these dyes. It is necessary to have the formula, but
its value is insignificant; but to be able to work out laboratory results
in a factory and perfect them so that you can compete is a very ex-
pensive matter, as we have found out to our sorrow.

Senator SnnMoNs. What is it that you said only three people make?
Mr. HAYWARD. Malachite green.
Senator SIMMONs. Do you manufacture it?
Mr. HAYWARD. Yes, sir.
Senator SimMioNs. But there are only two others who make it?
Mr. HAYwAnD. Yes, sir; in a largo way.
Senator SIMMONS. In the United States?
Mr. HAYWARD. Yes, sir.
Senator Sisimbis. You think that the competition that will likely

occur between you three will be sufficient to protect the American
public against high prices?

Mr. IAYWARD. It has so far. We have been compelled to reduce
our prices.

Senator Si3sIoNs. It might be an easy thing for you three to have
a little agreement by which you would maintain those prices.

Mr. HAYWARD. Others by spending the necessary money can
develop these goods, but they felt that it did not pay to do so.

Senator SMOOT. There was no demand for it, either.
Mr. IAYWARD. This gentleman on my left here [indicating]

yesterday said that we are overproduci~g on malachite green.
Right at the present time we are, and we have got to use that machin-
ery for some other color or else put part of it out of business.

-Senator SI3tIoxs. You made a statement in the beginning about
your labor cost and your salary. I think I understood you to say
that your labor cost was about $70,000?

Mr. HAYWARD. About S82,000 we paid out last year.
Senator Sr.sioxs. What did you say you paid out in salaries?
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Mr. HAYWARD. About $32,000 in sales and salaries.
Senator SIbiMONS. Is not that a very large proportion to pay for

salaries ?
Mr. HAYWARD. You take two selling agencies maintained in New

York City, and they require considerable money.
Senator SIMMONS. Are you the president of the company I
Mr. HAYWARD. No, sir.
Senator SiMMboNs. The head of it?
Mr. HAYWARD. Yes, sir.
SenatorSIMMoNs. What salary do you get?
Mr. HAYWARD. I got $6,000 last year. I don't get anything now.
Senator SIMMO.NS. You are economizing?
Mr. HAYWARD. Yes, sir; we are comnpeled to.
Senator SMIOOT. What were your sa es last year-the amount of

goods manufactured by you ?
Mr. HAYWARD. I could give you the exact figures, but they run

about $050,000.
Senator SsMOOT. Then, your labor cost is about 13 per cent I
Mr. HAYWARD. Yes, sir. It will run nearly double that now,

because of the fact the raw materials have gone down so greatly.
Senator MCLEAN. I understood you to say it did not include your

salary cost?
Mr. HAYWARD. The $82,000; but the $32,000 covers all salaries,

sales, and everything else.
Senator SMIOOT. What I was getting at was the labor in the cost.

He said it was $82,000 that he paid for his labor, and the sales were
$650,000, which is virtually 13 per cent of the cost of the goods.

Senator McLEAN. What we want to get at is the cost of production.
Mr. HAYWARD. I can give you figures along that line.
Senator McLEAN. No; I do not want the figures necessarily. If it

is deemed material they ought to be had.
Mr. HAYWA1D. As the price goes down the proportion of labor

goes up, because it remains practically stationary. As the raw
materials descend in value, then the proportion is doubled.

Senator DILLINOIAMM. Have you finished your statement?
Mr. HAYWARD. As I say, I could give you something in regard to

our prospects for development, but you do not care to go into tbat.
Senator SIMMONS. We do not want to go into every possible phase

of this question. We will never get through if we (o.
Mr. 11 AYW'AD. I came here prepared to give costs, but the Senator

requesting the figures I believe is absent at the present time. I am
prepared to give any further information that you wish.

Senator MCCL M1IER. If the Senator desires to call you again to
cover that point we will suggest it to you.

Senator McCuImER. The next witness is Mr. George Demming, of
Philadelphia.

STATEMENT OF GEORGE DEMMING, PHILADELPHIA, PA., REPRE-
SENTING THE NATIONAL ASSOCIATION OF HOSIERY AND
UNDERWEAR MANUFACTURERS.

Mr. DEMMINO. I appear on behalf of the National Association of
Hosiery and Underwear Manufacturers, and also to present to you
gentlemen the views of between 40 and 50 other textile mills which
are not knit-goods mills, located in and about Philadelphia, uind
which are opposed to embargo and licensing.

I- i I II I II 2__F_=
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As Senator Watson well said on Wednesday, when the hearings
began, very complete hearings were had in the fall of 1019, in the
latter part of December, 1919, and early in January, 1920. I want
just briefly to direct the attention of you gentlemen to certain things
which have happened since then and which I think will throw a little
more light on the situation. Two main thins have happened.
First, the mill men have found out the heavy burton of embargo and
licensing. Second, many things have happened which, in our estima-
tion, refute the aruments of the exponents of embargo and licensing.

On behalf of these mill men in Philadelphia and- other places 1
may say the national association has about 600 active members, mifls,
partnerships, and men engaged in the knit-goods business, and be-
tween 400 and 500 associate members. Their mills are located in 17
of the States. We have a capital of about two hundred millions.
We have a pay roll in normal times of about $196,000,000, and we
produce about three-quarters of a billion in value of knit goods at
the mills.

Ever since one of these men brought this question to my attention
in either May or June of 1919-I have forgotten which month it was;
it was either May or June-with an amazing story as to the difficul-
ties lie was having in his dye factory at that time, we have very care-
fully considered this whole proposition and tried to do it from all
angles. We have tried to put ourselves in the position of the dye
manufacturer as well as the consumer and the user of dyes. We
tried to see their troubles as well as our troubles, and as a result of
that careful, and, wo think, unbiased, examination of the subject we
have consistently and conscientiously opposed embargo and licensing,
and we (1o so up to the present time. We are just as emphatic in
our position now, if not more so, than we were two years ago.
Lt me briefly advert to the testimony that Mr. Thompson gave

yesterday and to-day. Mr. Thompson was on the stand-I remem-
ber is sitting right over there [indicating] about a year and three-
quarters ago, and he testified in almost exactly the same way as lie tes-
tified here yesterday. I am just reverting to this as an illustration
of the position that we are in as consumers.

Mr. Thoni pon said then, in almost the identical language that he
used yester(1,v, "It is true we do not make tie vat (les in this
country, and it is true that the mill men should have tlieni. They
must have them. But we expect to have them in six months or a
Vealr.,

)

lie said that a year and three-quarters ago, and lie says the same
thing now.

I want to say to you gentlemen that while 1 am a lawyer and do
not consider mvself'a technical expert, I am very familiar with the
difficulties of the mill mien in their dye houses, And I have been so
since early in 1912 by reason of representing a large number of these
milinen, "these consumers, and manufacturers.
% In 1919, and at the time Mr. Thompson testified, these milhnen
whom I represent were then getting representations from different
manufactuiems of (les, including the Du Ponts, that the vat dyes
were on the way of'being produced, and that samples would be sent
to them at. a very early (late. Sonie samples were sent to them later
on, but the saniples (lid not work out right, and they never have
worked out right, and wo have never gotten those vat dyes up to
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the present time. Whether we ever will get them I do not know.
The chances are that we will get them some time in the future.

Mr. Thompson said yesterday that it is true that the mills had
certain difficulties in getting licenses through, but he did not think
they were great difficulties. It was a notorious fact, gentlemen,
among the millmen-and I do not know whether it was justifiable
or not; I think it was-it was a notorious fact among the millmen
that at the time the War Trade Board was having its hearings dowrn
here you had to have a friend in court. You had- to have somebody
with a pull or somebody who was close to the Dye Advisory Commit-
tee, which was really the War Trade Board, in order to get a permit
to get these particular dyes that certain of the mills needed.

17 say that, whether that was justified or not, it goes to pro,e, to
my mind and the minds of these milimen, one of the very evils of
licensing that you can not get away from, and that is that when one
mill has a suspicion in its mind, whether well founded or not, that
another mill has, on account of some particular or peculiar influence,
gotten some dyes that tis mill ought to have an4 which it can not
get, it breeds envy and discontent among the millnen. I want to
tell you gntlenen--and you know it as well as I do and probably
better-that discontent is one of the things we want to eliminate in
this country to-day-

Senator MCCuIDBER. Let us be definite on that. If I understand
you correctly, certain mills can get, certain dyes which other mills
can not get through the War Trade Board?

Mr. DEMIHNO. Senator, that was the feeling among the mill men
at that time.

Senator MCCUMDER. I am not asking whether it was the feeling or
not. I am asking whether it is a matter of fact that that wai the
case.

Mr. DfmmNo. That feeling existed, and a great many mill men
believed it was the case, and I think they were justified in that feeling,
that the men who got to the ears of the men on the Dye Advisory
Board could get their permits and get their licenses through and the
other men would have difficulty in doing it.

Senator McCUMBER. Mr. Demming, have you any proof, any con-
crete case, where one firm was able to got dyes and another one was
not able to get them?

Mr. DEmMnro. All I can say, Senator, about that is this: The shirt
men--I do not mean the shirt association, but some of the shirt manu-
facturers-confided their troubles to me, in Philadelphia. I knew
some of them were members of the Shirt Association. I remember
that one man said to me:

I have got $600,000 worth of shirts made up, in my loft, and I am sute in my own
mind that the second time those shirts go to the laundry the colors are all going to come
out of them. I am worried to death over the thing. If my customers ever find out
about it I am ruined. But it is no fault of mine. I made up my shirts from the best
shirtings I could get, but I am, nevertheless, worrying over the situation because the
public is beginning to find out that the colors in our shirts are not fast.

Senator McLEAN. What happened to those shirts?
Mr. DEMMINO. I do not know. I suppose they were disposed of in

the regular order.
Senator DILLNOIIAM. Can you answer Senator .McCumber's ques-

tion concretely?
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Senator McCUM.R. That rather gets away from my question.
It is such a serious charge that, the result ought to be the abolition of
that board or the removal of some members of the board.

Mr. DEnisnNo. Senator, I do not say that as a charge against the
integrity of the board, but I say it in this respect that a man who
was on that board would unconsciously, you might say, be inclined
to favor a man who.was a particular friend of his and whose story he
thought he could believe implicitly when he asked him for a license,
but if a stranger came to him he would be inclined to say, "Well,
you can got along with the dyes you can get in this country."

Senator MCCuISIBER. These dyes are all described. Thy have a
name or a designation for a particular color or character, and if the
board receives an order from one person and an order from another
describing exactly the same kind of dyes, what excuse on earth
could the board or any member of it make to granting the applica-
tion in one instance and refusing it in the other?

Mr. DpMmNo. I do not know, of any excuse, sir. I (to not think
there was any legitiniate excuse: but the fact is that such excuse, were
made, and I think I will show you later on by some papens that I have
hero that those very things ao happening to-day.

Senator McCusBEr. I do not see how it could be even uncon-
sciously done and honestly done.

Mr. ]).fMvxo. For a long period of time, Senator, to answer your
question, in 1919, beginning some time in the spring of 1919 until'the
fall, the attitude of the War Trade Board was that no dyes whatever
needled to be imported into this country; that all the necessary dyes,
all the requisite dyes, were made here. I think that the board itself
will admit that letters were sent to that effect to different mills, and
that was the answer the mills received when they applied for licenses
to import various dyes.

Senator SMOOT. Do you not mean that conditions such as existed
led competitors to believe that there was a discrimination? For
instance, Mr. Thompson is a member of the advisory board. Mr.
Thompson is a finisher, and there are other finishers in the United
States. They all had to ask for licenses. Any finisher that did not
g his license within a reasonable time would at once feel like Mr.
Thompson had every advantage of him in the world, being a member
of that board. Mr. Thompson comes and says that lie has never
had any trouble at all-

Mr. 1EMM INu o. I think every other member of the board will say
that.

Senator SMooT. There were many other finishers who have had
trouble, and all they can say is that it does not look altogether right.
"There is a member of the advisory board who has never had any
trouble. How (lid it happen?" Of course it is natural for them to
think that there was some kind of a discrimination made.

Senator McCumBER. Why should the other one have trouble if
Mr. Thompson did not have trouble? That is the point.

Mr. Do fmno. Properly he should not have.
Senator McCuMDF.R. And if Mr. Thompson, or whoever is in charge,

is acting squarely and honestly-
Senator S.MOOT. I do not say there is dishonesty, but I can see just

exactly how a finisher would feel if he did have trouble when Mr.
Thompson did not have any trouble.
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Mr. DEMMINO. I do not charge, Senator, that there was any dis-
honesty, but I do say that that feeling prevailed among the mills,
"We can not get the dyes. That other mill, a competitor of ours, is
turning out perfect stuff. How do they do it? They must have
access to dyes that we can not get."

That feeling prevailed through the trade at that time in 1919.
In other words, any licensing system, I do not care how well con-

ceived or how perfected it may be, in its very nature, Senator, is
bound to play favorites, or at least have the semblance of playing
favorites, and causing envy and discontent among certain of the people
who must consume the articles that are obtained through that
licensing system.

Senator MCCuMtBR. I can understand, Mr. Demming, why there
might be a suspicion of favoritism, but I can not understand how there
can be favoritism without being absolutely dishonest in performing
the functions of that board.

Senator McLeAN. If, as you say, the competitor of these gentlemen
who could not get these dyes was turning out perfect stuff;, the diffi-
culty would seem to he with the administration of the law and not
with the dyes that arc made in this country.

Mr. D.slntixo. The difficulty might be with the administration of
the law, but, as I said awhile ago, in the very nature of things you
are going to have difficulty in the administration of any licensing law.

Senator McLE..N. Youlave difficulties in administering almost any
law. There are few laws which extend a discretion that, will produce
the benefits desired and will not permit abuses.

Mr. Dw:M.IcN. That is true.
Senator McLEAN. We have to assume that any, law will be honestly,

administered- and I understand you to say that if the law had been
honestly administered there woul1 have been no difficulty in the users
of lyes gettrag, as you say, perfect stuff ?

Mr. Dn.%MM:,NO. I (to not say "honestly administered," because I am
not impuwnink the honesty of any member of the board, but I say
fairly anAi impartially administered.

Senator McIA. If we have got so far that you representing the
large interests that you (1o, say to this committee that some of these
consumers of dyes got perfect stuff-

Mr. DEM.jnLo. Perfect work from the dyes they used.
Senator McLEAN. Then the question resolves itself merely into the

administration of the licensing system.
Mr. DEM mIo. The fact remains that certain of the mills, such, for

instance, as Mr. Thompson's own printing works, were perfectly satis-
fied with conditions. They turned out good work. There were no
complaints about their work except with one or two exceptions that
Mr. hompson made with regard to its own work; but other mills
could not do it, and did not do it.

Another point that I am trying to make, Senator, with regard to
that statement, is ihis, that one of the present great demands is (we
are through with the war now; we have finished with the war, at least
technicalHy, although there has been no proclamation of peace yet,
but we are hoping for it every day), let us get back to normal condi-
tions. What we need in this iounitry to-day, and what every business
man will tell you that we need, is automatic laws, laws that work
uniformly, universally, and automatically, where we (1o not have to
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appear before a board and file a petition and ask for a permit to do
this and do that, and possibly be refused or held up.

Senator McLEAN. Wo are through with the military end of the
war, but the industrial emergency created by the war is at its height,
as evidenced by recent legislation, supported by the gentlemen who
are opposing the embargo, wherein we are propQsing to take from the
Treasury of the United States hundreds of millions of dollars to
stimulate prices in this country and secure orderlymarkets for agri-
cultural products. It is (lone on the ground that it is an emergency
measure to meet an emergency created by the war, and it seems to
me that it is possible that in this emergency which is so intimately

,connected wit a this great industry, the industry is in a more pre-
carious condition than over before in its history.

Mr. 1)Fststmxo. If you grant that an embargo will remove the
emergency, which we do not.

Right on that point, Senator, I would like to say this: We need all
the revenue we can got in this country. One of the points that we
make with regard to this particular proposition-

Senator MCLEAN. What (10 you mean by revenue?
Mr. DEMMxjin. Revenue from imports, for instance.
Senator McLEAN. We also need internal revenues which may be

represented in income taxes and profits taxes.
?Mr. DE'M.%vs1O. That is right.
Senator McLEAN. Which accrue to American corporations and

which are now very rapidly decreasing--
Mr. DE.MMINo. Nobody knows that any better than we do.
Senator McLEAN. Anal the impost duties in comparison with the

revenue that we must obtain from our income and profits taxes are
almost negligible.

Mr. DEmwiuNo. And will be more so if things keep on. But I do
not want to drift too far afield. I only want to confine myself, if
possible, to those things which have come into the situation anew, as
we regard it, since the spring of 1920.

Senator SItMMoNs. I want to put in the record right there, if there
is no objection, some correspondence handed me yesterday by Senator
Dial, between Brogon Mills, Anderson, S. C., and the War Trade
Board, with reference to licensing. It is very brief and I would like
to read it t0 this witness. It seems that the company wrote the
War Trade Board about a license and received this reply. I have
not their letter, but here is the reply to it:

WAR TRADP BOARD,
WaS.hington, August 2, 1921.BlnOOON MXizLS, Andkrson, .5. C.

('TNTL.S1EN: Please be advised that the import application of Kuttroff, Pickhardt
& Co. for a license for the importation of Indanthrenobhe G CD paste can not receive
approval, production reports definitely indicating that the identical product in satis.
factory quality for all purposes is now being succesfully produced for commercial
sale on reasoiablo terms by the following.named American concerns: Newport Chem-
ical Works, Passaic, N. J.; 1. I. du Pont de Nemours & Co., Wilmington, Del.V ery ta lly , yours,R S .D c s NF. S. DzcKso ,

Assi.,tont C ie DiWision of Customs,
In ( rge of Dye and Chcnicol &Wd.on.

Approved:
G:o. NV. AsHwoRTn,

Crd 'f Di jsion of customs.
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Mr. DEMmINo. What date is that letter?
Senator SiMmoNs. That is dated August 2, 1921.
The next letter is a letter headed "Brogon Mills, Anderson, S. C."

It is dated August 5, 1921, and is as follows:
E. I. DU PONT Co., Charlofte, N. C.

(Attention Mr. John L. Dabbe.)
DEAR SIRs: We are inclosing copy of a letter to Mr. George W. Ashworth. As we

stated in our conversation over the telephone a few days ajo, the prices charged by
the Du Pont Co. for vat colors are entirely too high, andif there is not a reduction
very soon we will be forced to discontinue their use altogether.
IIt seems to be the policy of your company to pay for the plants manufacturing
this class of cokcr with the sale price during the first few years. I believe that this
plant has done as much, if not more, than any other plant in this section for the.
support of American dyestuff, but we can not sit back and allow any holdup pro-
eei._ to be used against us.

Yours, very truly,
-- , Vice Prsdent.

Senator DILLINOGAM. From whom is that letter I
Senator SIMstoNs. I assume that it is from the vice p,-esident of

the mills.
The next letter is, I assume, from the same person. It is headed

"Brogon Mills, Anderson, S. C.," dated August 5, 1921, and is as
follows:
DYE AND CHEMICAL SECTION OF ThE Division op CusTous,

Treasury Department, ll1ishington, D. C.
(Attention Mr. George W. Ashworth, Chief of Division.)

DEAR SIRS: Ve are in receipt of your letter advising that our application for the
importation of indanthrene blue GCD paste can not receive approval, due to the fact
that the identical product is now being successfully produced at reasonable terms
(a to pceandz de very.)

We Caused both the Pensel blue 0 and GD of the du Pont Co. in a practical way.
Also the anthrene blue GOD of the Newport Co., and find that the shipments we have
received do not act the same as their suppose prototype indanthrene blue GCD.

In regard to price, beg to advise that both the Newport Co. and the Du Pont Co. are
charging the outrageous prices of $2 per pound for the product which sold before the
war for 30 cents, and which could be imported for $1.28 c. i. f , New York.

We would thank you to advise us if your department considers this price reasonable.
Yours, very truly, _ _ Ve Presiden.

I have two other short letters here which I will also ask to have
inserted in the record at this point.

(The two letters referred to are as follows:)
BRoo, MILLS,

Anderson, S. C., August 5, 1911.
Hon. N. B. DIAL,

United tates Senate, Washington, D. 0.
DEAR SIR: Inclosed please find copy of letter to Mr. George W. Ashwirth, Division

of Customs, which is self explanatory.
Your, very truly, B. B. GossErr, Vice Presdent.

BRoGON MILLS,
Anderson, 8. 0., August 6, 1921.Hon. N. B. DIAE,

United States Senate, Washington, D. 0.
My DEAR SENATOR: I sent you on yesterday copy of letter to the Treasury Depart-

ment, Division of Customs, in reply to their letter of August 2, but neglected to inclose•
copy of their letter, which I now beg to hand you.

Iinclose copy of our letter to theE. I. du Pont Co., relating to the matter in question
and I am sending you this personal note to ask that you be good enough to review this
correspondence and take such action in the matter as you may deem appropriate.
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So far as we are concerned, we think the attitude of the Treasury Department in this
connection is nothing short of an outrage, and if you agree with us, we hope that you
will be good enough to file your formal protest against their decision, it nothing morecan be done.

Yours, very truly, B. B. Gossrr.

Senator SiMemns. I want to put those le:,ra in for two purposes.
One of those purposes is to show that the product which sold before
the war for 30 cents is now imported to this country and sold at $1.28.

Mr. DEMmiqo. And the domestic price is $2. 1 kow that is a fact.
Senator SuMMoNs. So that there has not been that tremendous

slump in prices abroad* that some witnesses here seem to think. I
put in that correspondence for the additional purpose of showing the
difficulty of getting these licenses and the pretexts upon which they
are refused.

Mr. DEmmNo. Exactly, Senator. That is the very experience that
many of our mills have been having and are having to.day.

I was adverting in my former testimony to the experiences in 1919;
and those experiences and those "holdups"-that is virtually what
they are to a inill man who depends for his bread and butter upon the
output and the sales of his nill-are continuing to the present day,
andI will show that later on by a large number of letters of complaint
that I have from mills--concrete examples.

Senator McCmBEn. Has not the board made a list of a large num-
ber of dyes that are used in the United States that can be imported
and that you know you can get without any trouble?

Mr. DEMmiNG. You say, has the board done that?
Senator MCCUMBER. Yes.
Mr. DE~mmo. No, sir; as I understand, they have not. You have

got to apply at the present time for a particular dye if you require it
in your business and you find that you can not get it here.

Senator McCuMBER. I understand you have to apply for it. I may
be in error, but I thought that the board had sent out statements to
the trade as to these minds that they could get immediately upon
application. That is so that the person using them would know he
could pet that particular dye imniediately.

Mr. Dbmsmmo. I do not so understand it. The millmen have not
so represented it to me.

Senator MCUMBER. You have no such list?
Mr. DEMmNo. I have no such list; and if such lists were sent out

at one time they were merely tentative and were changed from timeto time. So if you got a listike that of dyes that you were supposed

to be allowed to import, probably you could not import them. You
would find that out if you applied for a license. *

Senator MCCUMBE . Suppose, however, there was an investiation
of a certain dye and it was ascertained that you could not obtain that
same dye in the United States, and you were given permission to
import that dye. Why should there have not been a list made of
those applications for that particular kind of dye so that the balance
of the trade would kmow immediately whether they could get that ?

Mr. DeMmino. TLere is no reason why there should not-be such a
list; but I believe their contention i3 that almost every day they have
American manufacturers come to them and say, "Such and such a
dye we can make now in commercial quantities," and that therefore
that dye should not be allowed to be imported.
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Of course if that is represented to the board and a mill applies for a
license to import that particular dye, the license is refused and the
mill is referred to the particular firm which makes that dye. In
many cases when mills come up against an example of that sort, and
write to that mill to get that dye, they find that the dye will not serve
the purposes for which the mill requires it, and then they go back to
the board again and the board says, after considering the matter,
"We were mistaken." Sometimes they say that. Sometimes they
will refer them to another manufacturer, and they keep that up for
weeks and weeks going from one manufacturer to another. Aome
mills have told me that they were referred to four or five different
manufacturers, one after the other, and finally found that the dye
procurable in this country would not serve their purposes and they
had finally to import it.

That is a species of oppression for a manufacturer, and they so
regard it and resent it in normal time, and, I think, properly.

During the war they were willing to put up with those things out
of patriotism, for one reason, and for another reason they were ex-
ceedingly prosperous. Everybody was turning out huge quantities
of stuff and the mills were running to their full capacity. They were
selling at high prices. Their profits would swallow up those losses.
But to-day, when we are getting down to hardpan again, we can not
do those "% Qings.

Senator MCLEAN. I still contend that it resolves itself into a mere
administration of the law. If, as Mr. Thompson says, you can import
these dyes in bond in sufficient quantity to meet any possible demand,
and if the law is honestly administered, your difficulties all disappear.

Mr. DEMirNe. No, Senator; I beg to disagree.
Senator McLEAN. That is apparent to me up to date.
Mr. DEMMINO. No, sir; I do not agree with you.
Senator, let me say this, in passing, that any licensing system, by

reason of its very nature, inherent in the system itself, means whatI
It means hampering restrictions, indefinite terms, a delegation ofauthority, uncertainty, oppression, embarrassment entanglements
and business troubles and trials of all kinds and descriptions; and
you can not get away from it.

That is what a licensing system means and what must accompany
the licensing system. That is our position. We oppose any kind of
a licensing system on account of those inherent evils in the system
itself.

Senator Dm uooA. Going beyond the licensing system, what is
your next objection?

fr. DEmMJNo. I was simply going to refer to this in passing,
Senator. At the hearing in December, 1919, and January, 1920, the
statement was made by the gentlemen favoring embargo and licensing
that geat quantities of dyes were in Germany ready to be dumped
into this country. At that time, by reason of circumstances, we did
not know whether that was the case or not. They had access to all
the figures in the various departments, and we had to depend upon
their statement to that effect.

What do we find out to-day to be the fact? In this Census of Dyes
and Coal-Tar Chemicals, of 1920, which you gentlemen have had here
before you, put out by the United States Tariff Commission only a
few weeks ago, on page 14, beginning with the second paragraph, we
find this language:
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The production of dyes in Gerwmny during the first year after the signing of the
armistice was practically negligible compared with the prewar output.

We go farther down and in the third paragraph we find:
This rate of output of the first three months of 1921 is less than one-half the German

prewar exports of coal.tar dyes.

I say that at that time when these gentlemen made those state-
ments and told us as one of their main arguments for this legislation
almost two years ago that great quantities of dyes were over there
ready to be dumped-into this country, we could not refute or confute
that statement. We did not know. The facts came out from the
official bureau that that was not so.

Senator DILUNOTAM. It was stated in evidence that Great Brit-
ain, after taking off the embargo, laid in a 2-year stock from Germany.
Do you know whether that is true or not?

Mr. DpMmINO. I do not know.
Senator DILLINOHAM. Do you know how she procured them?
Mr.,DEIMimirx. I know this, that the very day the armistice was

signed the hotels in the border towns of Germany were crowded with
En lishmen. They rushed into Germany as rapidly as they could
ang got all the necessary things that they needed in England into
England just as quickly as possible. There is no question about that.

Senator DILLINOHAM. Do you know when the English embargo
was lifted?

Mr. DEmM3ir;o. On dyes?
Senator DILUNOirA31. Yes; and when it was again put into opera-

tion 1
Mr. DEmNMNo. I do not know the exact date; no, sir.
Mr. CHOATE. I can give you those dates approximately. It was

lifted by the decision of r. Justice Hawkins in the beginm.'ng'of
1920. I think it was January, 1920. It was reimposed by the act
of Parliament, which was finally signed about Christmas, 1920, so
that the embargo was not in effect for about 11 months.

Senator SIMMoNcs. When was it first passed ?
Mr. COATE. It was not passed after the armistice until 1920 in

December. It was continued up to that time under a series of orders
in council under the customs consolidation act of 1876.

Senator DJLtJNGHAMf. It has been stated here that during that
period England laid in a large stock of German dyes. I want to

ow if you know anything about that.
Mr. DEmMING. Our manufacturers in this country have been visited

by different English manufacturers in this interval of two and a
half years, and they have told us when they were speaking confiden-
tialy that unquestionably England laid up a large quantity of Ger-
man dyes. Just how much I -do not know, but sufficient for a con-
siderable length of time in the future.

Senator DLuxIonJAM. What is the period covered in the report of
the Tariff Commission where they say there was a diminished manu-
facture of dyesI

Mr. DEnmnNO. For one year after the armistice. That was during
practically all of 1919.

Senator McLEAN. You have no fear, then, of German competition
in this supply of dyes that has been held in reserve?

Mr. DEMWNo. In Germany?
Senator MCLEAN. Yes.
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Mr. D.uMMIo. No; we do not think there is any fear to be antici-
pated at all.

Senator MoLEAN. Then the economists of England and France
and Japan and Italy disagree with you, because they have reimposed
the embargo.

Mr. DEumNO. I am coming to that later on, Senator, if you will
allow me, in the regular order.

I want to show you the fallacy of that system. I want to show
you what the licensing system in England means. . It is a very
different proposition from that which we have before us here.

Let me call your attention, on that point, to a report made by
the United States Department of Commerce in October, 1920, withregard to this eat fear that they say they have of German com-
petition and of-German dyes inundating this country. We do not
want you to take our opinion or our idea about it. We want to give
you an official report.

Senator MCLEAN.. We did not take the opinion of a great jnany
Americans of high standing as to the necessity of military prepara-
tion. We did not prepare, and we are paying for it.

Mr. DE MM o. That opinion was not the opinion of a great many
of us.

Senator McLvAbf. Consequently I, as one American citizen, look
with suspicion on the gentlemen who insist that we need not fear
German competition not only in dyestuffs but everything else, pretty
much, that we need.

Mr. DEMmiNo. Senator, I will discuss that.a little more fully later
on. I want to say just now that we are just as patriotic as anybody
else.

Senator MoLzAN. I am not questioning that.
Mr. DzmiNo. If we thought an embargo and licensing system

were absolutely essential for the salvation of this country we would
not be here protesting it.

Senator MoLEAN. I am not questioning that the pacifists in 1916
were patriotic. I think they were, but they were sadly mistaken:

Mr. DEmmIwo.' We were not pacifists at that time. Militaryprepa-
ration and an embargo on dyes are different propositions, as I think
I can show you later on. a .

Senator McL.AN. You were not pacifists then, but, metaphori-
call, i my judgment, you are pacifists now.

M Du o. The United States Department of Commerce in its
report for October, 1920, which was sent out two or three months
later, says this:

With the return of peace it is evident that whatever the demand for dyes made in
Germany may be, that country will never regain its lost supremacy in the world trade
in destuffs. The United States has abundant coal to supply the raw materials for
makitnganiline dyes. Private capital has been supplied as fastasit could be utilized
in establishing scores of factories and in trained, skilled operatives and chemists for
actual and experimental work on a large scale. There has been an increasing tendency
since 1916 to centralize or consolidate the domestic enterprise in order to cut overhead
expenses, utilize all by-products, and reduce the price of finished dyes. It has not
only increased production but has developed foreign trade as shown by the wide
distribution of American aniline dyes exported in the calendar years of 1918 and 1919.

Senator McLEAN. Do you dispute the testimony of the witness
who preceded you that already Germany is driving the Americans out
of the Chinese market and other markets I
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Mr. DEMmNO. From our information on that subject I do not
think that is so.

Senator MCLEAN. You think he is incorrect and that we are now
controlling the foreign market?

Mr. DEMMING. I would not go as far as to say that we are con-
trolling it. I think we have gotten our duo proportion of the business
in foreign markets, as I think this will show, for 1920. That is the
latest census on the subject. We exported $35,000,000 worth of
dyes last year.

Senator McLEAN. Anything that happened in 1920 might have a
bearing, but a very slight bearing, upon what is happening no'v.

Mr. DEMmING. Senator, with the trade depression as it exists
to-day not only in this- country but all over tho world-you cer-
tainly will concede that-the latest census on that subject for the
month of June shows that we exported $600 000 worth of dyes in
June. That is certainly keeping up pretty well.

Senator MCIEAN. I do not know what comparative figures will
show. You mean, now, 1921?

Mr. DEMiING. Yes, sir. I will finish this quotation:
The worldwide shortage of dyestuffs and the growing demand for both quality

and variety of such materials offer every opportunity to extend the foreign market
for American colors. Germany, it is now conceded, will not be the strenuous com-
petitor she was formerly, in the foreign trade. Switzerland is the only country,
other than the United States, now making aniline colors sufficient to meet its own
requirements and able to export on a large scale, and the Swiss are dependent on other
countries for the raw materials.

That is an official report.
Senator DILLINOHAM. From what is that quotationI
Mr. DEMMING. That is from the United States Department of

Commerce in its official report for October, 1920. It came out
about the middle of December, 1920.

Senator DILLINOAM. Is that when Mr. Redfield was SecretaryI
Mr. DE MNo. Yes; I guess he was still Secretary at that time.
Mr. Mwrz. Mr. Alexander was Secretary at that time.
Senator MCLEAN. I quote from page 14 of Tariff Information

Series No. 23, of 1920:
In estimating the significance of this achievement of the domestic industry in the

exportation of dyes it should be remembered that domestic manufacturers during
1919 and 1920 Mvo met little competition in foreign markets from German dyes. It
should also be pointed out that any deductions s to the competitive strength of the
domestic industry which are based on exports of dyes do not take into consideration
the fact that the domestic industry is still deficient in the important group of vat
and alizarin dyes. -

Mr. DE:MmNO. Yes; those are the dyes that are not made here, the
fast vat dyes.

I want to be as brief as I can. I do not want to take up your time,
and I hope you will pardon we for seeming to do so. I want to point
out this, which, in the general discussion, I think may have escaped
the attention of some of you gentlemen.

The American dye manufacturer, at the present time, has five
distinct and generous methods of protection, or will have when this
bill goes through, supposing that it goes through without the embargo
andclicensing part of it. Those different methods are as follows: He
has, first, the tariff, 30 and 7 on the intermediates and 35 and 7 on the
finished dyes. Crudes are all free. Then he has the antidumping

N I
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clause of the emergency tariff. That part of the emergency tariff,
as you gentlemen recall, is a permanent feature. It is said that all
these terrible things are going to happen, that all the dyes that
Germany can turn out she is going to dump in here. Mr. 'Fordney
and his'committee, as you gentlemen know, have given' years of
thought to this subject and have modeled the bill along the lines of
the Canadian antidumping law, and that has proved an efficient
thing in Canada, and we believe it will prove equally efficient in this
country and prevent all these terrible things.

In addition to those two methods, if this bill goes through, they
have got American valuation. The American valuation, in my
humble opinion, is going to prove. not absolutely, but pretty nearly
an embargo.

On that point let me just call your attention to one quotation.
Just want to read one paragraph out of a very carefully thought out
editorial from what I consider the leading and most influential
American newspaper published-

Senator DILLINOITAM. What paper is it?
Mr. D)JFniiNo. The New York Herald. This editorial was pub-

lished on the 27th day of July of this year and is as follows:
A wall is a wall, and incomprehensibly thick stupidity is when. with ftill protection

completely gained by the American vJaluation of a dutiable article, anybody still
wants to build up on top of that wholly sufficient Structure of protection ten or twenty
stories more to make the tariff wall overshadow the Woolworth Building. It is that
bungling and blundering for which, wherever it still may survive in the Fordney
tariff, Congress needs to dig a nameless grave.

I do not want to comment on it any more than that. I am not
here opposing American valuation. I just want to call your attention
to the rather universal feeling with regard to it.

Senator McLEAN. Especially from the importing center of New
York.

Mr. D.uMIiNo. I do not think, sir, that the New York Herald is
influenced by that.

Senator AIcLiA?. And the importers are advertising generally in
the metropolitan papers.

Mr. DEMMIO. Not in this particular paper. I think if you will
read it and notice it you will End that is not the case.

Senator McLEA,. I read it every day.
Mr. DEMiwhO. Those three.methods are general to all American

industries; but the domestic dye manufacturer has two other methods
which are unique and which I think you gentlemen possibly do not
fully-I will not say, understand, but appreciate and apply to a dis-
cussion of.this subject.

Senator McLEAN. Do not understand that I am an unreasonably
high tariff man. I am not. I have been accused of taking the con-
trary position at times. But just now we must take chances, and
let us take as few as we can-

Mr. DEfmiNO. That is what we say.
Senator McLEAN. In stimulating and preserving our American

standard of living-and especially in this industry, which means so
much to us in the future-if we are to meet with any degree of suc-
cess in the fierce competition that is bnund to come, my own fear is
that our foreign trade will grow more and more uncertain as applied
to competitive articles because of the high standard of life which we

El ~
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want to maintain here and because of the low cost of production
abroad, and everything that we can do temporarily to invite the
skilled mechanics of the highest quality, and chemists, into a certain
line of business that will reduce the cost of the processes of manu-
facture, independent of the labor cost, is something we ought to con-
sider very carefully. Temporary inconveniences may exist. There is
no doubt that that is so. It is just as important and just as proper
for the American people to endure those temporary inconveniences
as it was during the war to go without all the luxuries that we had
been in the habit of having.

Mr. DEMMINo. I agree with almost all that the Senator has said,
but I think your remarks apply to all American industries at the
present time.

Senator MCLEAN. Certainly they do; but we do not need embar-
goes on them all, as I understand it.

Mr. DEMMINO. That is the very point.
Senator McIEA!'. I think I am somewhat familiar with it. When

we take into consideration the interdependence and the correlation of
these chemicals and dyestuffs we have to be very careful and watchful
of (lie 10 or 20 per cent that we are not making in this country or our
failure to do so will undermine and discourage progress of tho indus-
try in this country. ) C%

As the gentleman who just testified said. lie is about to invest
capital in the production of colors which he (oes not now manufac-
ture. I think he is an honest man. Ile seems to me to be, and also
a patriotic mnin. Ite says to the committee that "Hero is a specific
instance. Unless we get an embargo our business, we think, is lost;
and certainly we will not invest another dollar in it.

Those things seem to me to be of impbrtanco at this juncture when
nobody expects that we are going to put, on a permanent embargo.

Mr.'DM. NmINx. Iight in that connection, Senntor, let me call your
attention to this:

In 1916, when the war had been on for two years and the dye busi-
ness in America was getting on its feet, the domestic dye manufac-
turers came down here to Washington and said. "We want a tariff
bill to protect our business." A committee was appointed of dye
manufacturers themselves. l)r. lesse, a very able chemist and a
man who knows the business from A to Z, was chairman of that com-
mittee. I think Mr. Metz was on that committee also.
Mr. ?figTz. Yes; I was on that committee.
Mr. DE MMiNO. All dye manufacturers were on the committee.

Hearings were held and the subject was gone into deeply, and then
they made a report to Congress based upon their investigation and a
bill was drawn up which is known to-day as the Hill bill, which gave
them practically all the protection they asked at that time. They
said that was absolutely all that was necessary adequately to protect
the industry and put it on its. feet and protect it against foreign
competition.

They have that protection to-day. That was in 1916. Two years
ago Mr. Nicholas Longworth, one of the principal proponents of this
present proposed legislation, got up on the floor of the House, and
in the most emphatic and delierate way, in a prepared speech sai
that all that the American domestic dye manufacturer needed was
two years of an embargo, and that then they could turn out all these
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dyes and take care of ourselves. I remember hearing that speech.
e have had that embargo for over two years, and now they want

three years more of it.
Senator MoLEAN. We have progressed, have we not?
Mr. DEMMING. Yes; but they had carefully measured their dis-

tance at that time.
Senator MCLEAN. You yourself said, not 15 minutes ago, that the

chances are that we will produce these vat dyes in this country.
Mr. DEMMINo. Certaily we will, and we will produce them with-

out an embargo. We will produce them by ordinary tariff protection.
Senator McLEAN. That is where we differ.
Senator McCuMBER. We have now run half an hour beyond our

allotted time. If you can close in a few minutes, Mr. Demming, we
will go on.

Mr. DEmiMINO. I have several things here yet, Mr. Chairman.
Senator MCLEAN. It is not the fault of the witness; but I think it

is saving time for me to drop in my suggestions as we go along, and
then when we are through we are through.

Senator MCCuMBER. How long will it take you, Mr. Demming?
Mr. DEMMIO. About half an hour more, sir.
Senator MCCumBER. If it will take you that long, we will take a

recess until 2.30 o'clock.
(Whereupon, at 12.30 o'clock p. m., the committee took a recess

until 2.30 o'clock p. in.)

A1ER RECESS.

The committee reconvened at the expiration of the recess, Senator
McCumber presiding.

Senator MCCUMBER. Mr. Demining, will you proceed with your
testimony now ?

STATEMENT OF GEORGE DEMMING-Resumed.

Mr. DEMMtINO. I want to say, gentlemen, with reference to the
discussion we had when I first started my testimony with regard to
the discrimination exercised against these different mills, in order to
explain what I then said, that I do know of many cases where mills
asked-for licenses to import certain fast colors that they required in
their business and were refused. In some instances they asked more
than once and were still refused. Then, they would either give up
that particular job in disgust and turn to something else or use the
dyes which they could get in the American market. That is unques-
tionably the reason why so much of this complaint has come in about
shirts not standing the laundry and dress goods fading and losing
their colors, which the public has been L 'ying. .i

Senator MCCUMDER. Due to the fact w~at the board insisted that
you could get just as good dyes in the'United States when, in fact, you
could not get them?

Mr. DEMmiNO. Precisely. In the case of other mills that in certain
instances made threats they did finally get their licenses and were
allowed to import those Oarticular dyes which they needed and
turned out superior goods, and thereby got a handicap on their com-
mercial rivals in this country.
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Senator McCumBR. Then, after they had granted it to one firm, I
will say, could the others get it that had been refused before?

Mr. DE ImiNo. Sometimes they could and sometimes they could
not. I have a case here which I vill come to later where one mill was
first refused and finally succeeded in getting a license to import
and another mill applying within a few gays afterwards was refused
a license to import the very same dye. That I want to take up in
connection with these specific letters and complaints from mills that
I have.

Senator McCumBER. What I want to know is, was the application
renewed after the first person had been granted the right to receive
the dyes ?

Mr. DMmiNO. Yes, sir.
Senator McCLmBER. And still the board refused to accept them?
Mr. DESImv-O. Still the board refused, although they reconsidered

their first refusal with regard to one mill and granted a permit to
that mill, and then turned around and refused another mill for the
identical dye afterwards.

Senator MCCUMBER. How do you account for that?
Mr. DEsmiNo. I can not account for it. It is either gross care-

lessness or it is favoritism, one or the other. I was saying, gentlemen,
when I stopped, that the American dye manufacturer at the present
time-

Senator LA FOLLETTE. Are you coming to this subject further on?
Because otherwise I want to ask how extensive this discrimination
Was.

Mr. DE.msgo. Well, during 1919-
Senator LA FOLLETTE. I do not want to interpose that question

now if you are coming back to it again.
Mr. DEMMINO. I am only coming back to it as the condition exists

at the present time. What I meant particularly to refer to before
was the condition as it existed during 1919 and 1920. In other words,
I was trying to cover up the gap between our last hearings and the
present hearings.

Those discriminations undoubtedly exist, and, as I said before, the
mills were willing to put up with those things as long as we were at
war. That was one reason. The other reason was they were run-
ning at such full capacity and really making such large'profits that
they were able and willing to pass the thing by; gloss it over, in
other words. But now they have gotten back to a normal basis, or
are rapidly getting there, and they want these things cleaned up
and to be able to start again from a sound, solid, clean basis.

I was trying to point out, when we took our reces that at the
present time domestic dye manufacturers have five distinct and gen-
erous methods of protection if this bill goes through in its present
shape, American valuation and everything else, without the embargo
and the license feature in it; in other words, as it came from the
House.

Three of those methods I had mentioned. First, the straight tariff;
second, the antidumping, which, as you Senators know is a perma-
nent feature of the emergency tariff bill; and, third, the American
valuation.

Of course those three methods of protection apply to all American
industries; but in addition to those three methods of protection the
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American dye manufacturer has two other methods which I think
you gentlemen ought to keep in mind in intelligently considering
this question. The first is standardization. Now, that stAndardiza-
tion is a beautiful little joker inserted into this bill and is in the present
law as it came to you from the House. It is on page It, beginning
at line 8, and reading as follows:

Ptovid,, That the sp3cific duty of 7 cents per pound herein provided for on colors,
dye3, or stains, whether soluble or not in water, color acids, color bases, color lakes,
leuco compaundi, indoxyl, and indoxyl compounds, shall be based on standards of
strength which shall be established by the Secretary of the Treasury, and that upon
all importations of such articles which exceed such standards of strength the specific
duty of 7 cents per pound shall be computed on the weight which the article would
have if it were diluted to the standard strength, but in no case shall any such articles
of whatever strength pay a specific duty of less than 7 cents per pound.

That, according to our experience and according to what the dyo
men tell us-and we think this is correct--is going to work this way:
As some of you gentlemen know, in many mills, in fact, in all mills,
they use different standards of strength. One mill will use a paste or
powder of, say, 20 per cent strength. Another mill, for the purpose
of its manufacture, will have a paste or powder twice that strength.
And these dyes run all the way from 20 per cent strength up to 5, 6, 7,
and I think as high as 9 per cent strength; that is, nine times the 20
per cent. We will take, for instance, a well-known dye called rhoda-
mine B. Rhodamine B, before the war, single strength, sold for 20
cents per pound. Five times that strength, rhodamine B extra, as
it was called, sold for 80 cents per pound. That would be in'value
not quite 5 times 20; but it was fivetimes the strength of rhoda-
mine B.

Now, if the Secretary of the Treasury-and it is left as I take it,
to his discretion-construes this bill in the'light of fully protecting
the American dye manufacturer, we believe that he is going to take
the low strength as the standard. Say, for instance, in the case of
that particular dye, rhodamine B, 20 per cent is the standard in
strength. How does that operate to the benefit of the dye manu-
facturer? If we have to import rhodamino B extra, which, by the
way, although before the war sold for 80 cents per pound, to-day is
selling for $9 per pound, made by the Du Ponts-we pay a duty on
that of 35 per cent on the $9, or $3.15, and then you might suppose
to that we add a specific duty of 7 cents. But that would not be so.
It would not be 7 cents, but as many times 7 cents as the standard
goes into that strength, or five times 7, which would be $3.50
instead of $3.22. That i; the way we construe this, as we call it,
"joker," to mean. In other words, it is another method of protection
for the American dye manufacturer of pro rata gross duty levied upon
the imported dyes.

Senator SMOOT. That would be rightif the 7 cents were on the lower-
priced article into this country. Whether the 7 cents is right, I will
not say; we can agree upon that when we find out, but the principle
of providing for this is correct. For instance, if I import alizarins,
we will say, of the strength of 20 per cent-well, in liquid form ifi
barrels we will say-I should not pay the same duty upon that
iquid iorm alizarin in barrels as I would pay unpon the full strength
of the alizarin in powder form.

Mr. DEMmNO. "No; I agree with you.
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Senator SMOOT. That is this principle and, of course, there has to
le some kind of a principle established in order to get a just rate
that will fit all importations. As to whether this 7 cents on the low
importation is too high, that, of course, we will take into consideration,
but you will admit yourself that the principle is correct?

Mr. DEmmINO. The principle is correct. I am merely citing that
Senator, to point out to you gentlemen that it is still another method
of protection to the American dye manufacturer. It other words, it
increases the duty on the importation.

Senator McCumBE. What is the usual strength?
Mr. DIMmio. That is a hard question to answer. Certain mills

get in the habit of using, say, a 40 per cent strength, and their dyer
ill not dye with anything else. Another mill insists upon a full

100 pet cent strength. It is, to a large extent, a matter of habit,
and it is partly affected by the kind of goods that the mill turns out.

Senator MCCUMBER. The point I was trying to get at in my ques-
tion is what reason would you have for assuming that the Secretary
of the Treasury would adopt 20 per cent rather than 100 per cent
or an intermediate per cent?

Mr. DEMmNO. The reason we assume that is because we believe
that this bill, or at least this part of the bill, is primarily to protect
the American dye manufacturer, and, therefore, every construction
is going to be placed upon this bill in its interpretation with that in
view, namely, to protect the American dye manufacturer to just as
great an extent as possible.

Senator MCCUMBER. You think they would commence with 20
per cent rather than with 40 or 60 per cent?

Mr. DE~mixo. Yes, sir; I believe so.
Senator IA FOLLETrE. Would it not be possible to name the per-

centage of strength in the law itself at which the particular duty
should be levied f

Mr. DEMmNo. That could be done and that would be a part
solution, but right in that cohnection I want to point this out to you
gentlemen, andi I think Senator Smoot will appreciate this. The
dye manufacturers tell me, or at least those who talk freely to us,
that it has never herbtofore been attempted to standardize dyes
according to strength, and they say that it is going to be a very
difficult proposition; it is almost impossible.

Senator SMooT. You could not have the items named in this
proviso all named here and have one strength because every single
one differs with the minimum strength it would pay anybody to use.

Mr. DEMmINa. Yes, sir; and every dye manuacturer turns out a
dye that is of a different strength almost from the other fellow, and
in order to standardize dyes we believe the Government will have to
start a laboratory and employ a lot of chemists. It is going to be an
immense job, they are going to have a dickens of a time doing it, and
it is going to take a long while.

Senator SMOOT. With our acids in every tariff bill that I have had
anything to do with we standardize the rate upon the degree of the
strength in the acids, but that is in specific cases of acids alone.
These here cover so many things that it would be absolutely impos-
sible to have one rate of strength apply to each one.

Mr. DEMmiNO. It is going to be a tremendous task.
81527-22-D Er-23
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. Senator LA FOLLETTE. Who is going to interpret what standard-
ization means?

Senator SMOOT. This is how it is: There is not a thing mentioned
* here but what has a minimum standard of strength and a maximum
standard of strength, and everyone that uses them knows just
exactly what they are. For instance, take alazarines. When
alazarines first came out there were very few American manufac-
turers that used them except in liquid form. Freight also cuts quite
a figure in it. Then, in Germany they began to manufacture a dry
form of it; and, as the witness says, some dyers still insist upon
using one form and other dyers another form. As the woolen mill
and every other mill depends upon the dyer, they have to put up with
his whinig a great deal, and he is more or less the cock of the walk, as
we call it.

Mr. DImio. I just want to confirm what Senator Smoot has said
by citing my experience with these mill men. I first came in contact
wth this dye business in 1912, when I was employed by the secretary
of the executive committee of the American Association of Woolen
and Worsted Manufacturers to clean up the dye business in their
mills. It had gotten to a point where there was so much corruption
and crookedness that they really could not carry on business profitably
and, inasmuch as most of my experience had been in the trial of civil
suits in court, they picked me as the fellow to do it. I came in
contact with a great many of these dyers and mill men throughout
the eastern part of this country, and found out this peculiar thing,
and in order to intelligently understand this question you have to
keep this in mind: I found that nearly all these mill men while some
of them are very smart business men-that is, the heads and man-
agers of the mills-and know every inch of their business, when they
come to the door of the dyehouse they are absolutely up against it;
they do not know what is going on in that dyehouse. They are at
the mercy of their dyers, and the dyer can issue all kinds of proclama-
tions andstatements, and they have td take his word for them.

Senator SMOOT.. Either that or fire him?
Mr. DEMmiNO. Yes; and you can not fire them, because there is a

very close Masonry among them.
Senator DuLINtROHA. Have you concluded upon that subject?
Mr. DEummo. I was talking about standardization.
Senator McLEAN. Fixing rates?
Mr. DIEMMiNO. No; standardization as raising the rates of duty,

being a provision in the bill which will increase the protection for the
Ameiican dye manufacturer by raising the rates of duty, according
to the strength which is established as a standard.

Senator McLEAN. If they use a domestic product they will not be
bothered with that.

Mr. DEmMINO. Oh, yes.
Senator McLEAN. I thought you were speaking of duties.
Mr. DEmmINO. I am speaking about the protection that the

American dye manufacturer is going to receive by reason of the
provisions in this bill outside of embargo and licensing; that stand-
ardization is another form of protection. Now, there is still a fifth
method of protection.

Senator LA FOLLErTE. Before you leave that may I ask you to
turn to page 12? You have citedthe lines on page 11. Now turn
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to page 12, beginning with line 10. Will you construe that in con-
nection with the provision to which you call the attention of the
committeeI

Mr. DammiNq Beginning with the words "Provided further"?
Senator L.A FOLLiETrE . No; beg inning with line 10, " in the en-

forcement of the foregoing provisos, the Secretary of the Treasury
shall adopt a standard of strength for each *dye or other article
which shall conform as ,nearly as practicable to the commercial
strength in ordinary use in the United States prior to July 1, 1914."
That has the same relation.

Mr. DzMMINo. That has the same relation. The difficulty about
that is all strengths of dyes are in commercial use. I do not see
how that is going to help us very much.

Senator SMOoT. Itwould helpyou in this way, that the minimum
strength would be taken as the asis, or else the maximum strength,
and there would be deducted therefrom the strength falling befow
the maximum. If you take the minimum, whatever the strength
above the maximum happened to be it would be the basis of
assessment.

Senator LA FOLLEiTE. What I was curious to know was how
much higher you could go, dependent, perhaps upon a standard?

Senator MOCUmBER. That is the reason I asked a short time ago
what the usual amount was of an article in general use.

Senator SMOOT. That would be the minimum strength that is used
in the trade, and that is generally known.

Senator McCuMBER. JBut as I understood the article read by
Senator La Follette it does not say minimum; it says the usual
strength.

ir. DEMMING. It says the "commercial strength in ordinary use."
Senator SMooT. It says "'that upon all importations of such articles

which exceeds such standards of strength the specific' duty of 7 cents
per pound shall be computed on the weight which the article would
have if it were diluted to the standard strength." That reads that it
shall be the maximum and dilute below that amount. If they should
rule that it was the minimum, and the minimum were 7 cents per
pound, then, if it was double the minimum, it would be 14 per cent;
if.three times the minimum, it would be 21 cents.

Air. DEMMING. And remember, Senator that does not have any
application to the ad valorem. It means that many times the specific
as the standard goes into that strength that you buy. So we say
that that is an additional method of protection for the American dye
manufacturer.

He has still a fifth method of protection. You gentlemen have
heard considerable said about this great beiieficient institution, the
Chemical Foundation. The Chemical Foundation bought for the
munificent sum of $250,000 (and which has been well said to be about
2 per cent of their real value), as I understand, about 4,600 patents.
Those patents owned by the Chemical Foundation happen to cover
most of these dyes which are not made in this country; that is, the vat
dyes. Therefore, what happens I Whenever anybody imports these
vat dyes, the importer or the mill that uses them, before you can use
an ounce of these vat dyes, the Chemical Foundelion comes along and
says, "You can not use that, you have to pay us a royalty of 10 per

p p I I
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cent," and that 10 per cent is an additional cost to the price of the
dye which you use in your factory.

Sector ucLEAN. They can not use it without that?
Mr. DEMMINO. They say, "You can not use it unless you pay us

that ruyalty."
Senator SmoO. Does not the American manufacturer have to pay

a 5 per cent royalty I
Air. DEmMINO. For making it the American manufacturer pays

2 per cent.
Senator S!ooT. So there would be the difference between the 2 per

cent or 8 per cent?
Mr. DEMmINo. The difference is in favor of the domestic manu-

facturer. I mention that to show that that is another additional
protection to the domestic manufacturer. So we say that in addition
to the three methods of protection, which cover all American indus-
tries, the American dye manufacturer has two other and very gen-
erous methods for protection which other industries do not enjoy.

Senator McLEAN. Can you tell the committee what percentage of
the total number of dye patents is controlled by this Cheical
Foundation I

Mr. DzmtMNo. Speaking in round numbers, Senator, there were
seized by th.s Alien -Property Custodian, shortly after we got into the
war andafter the trading vith the enemy act was signed, between
5,600 and 5,700 German patents on dyes and chemicals. About 1,100
of those patents were sold by the Alien Property Custodian and were
bought in by two mills, one in West Virginia and the Grasselli Chem-
ical Co.

Senator LA FOLLETTE. What was the name of the one in West
Virginia? Do you remember??

Mr. DEMMINq. The company, you mean?
Senator LA FOLLETTE. Yes.
Mr. DEmuNNo. The Sterling Products Co.
Senator CALDER. Were they the purchasers?
Mr. DEMmUNo. I have heard the story that they purchased all of

those 1,100 patents and then disposed of some of them to the Grasseli
Co.; and I have heard that the two companies together bid at the
sale and divided these patents between them. I was not at the sale,
and these sales of the Alien Property Custodian were always mysteri-
ous to outsiders. But, at any rate, that is where they went.

The remainder of these valuable patents were privately disposed
of for this very large sum of $250,000 to the Cheinical Foundation,
and they own them and hold them to-day and exact this royalty.

Senator MoLFN. Yes; but you can not give us any idea of what
percentage of the total number of patents is controlled by this Chem-
ical Foundation?

Mr. DEMmINo. Do you mean of the total number of patents on
dyes?

Senator MCLEAN. Yes.
Senator LA FOLLPIrrE. About four-fifths, I think.
Mr. DEMMINO. Yes- I would say forty-five fifty-sixths. It would

be slightly over four-Alfths.
Senator SMOOT. But many of the four-fifths are of no value par-

ticularly.
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Mr. DEMMINGO. So far as dyes are concerned. Some of them are
chemicals. One of the patents is the patent on the article made by
Mr. Metz, salvarsan. One is synthetic indigo. We have had the
matter investigated and we know that for the last year, for instance,
in 1920, the du Ponts made the largest amount of synthetic indigo in
this country. They paid to the Alien Property Custodian's office
$56,000 as royalty for the first six months of 1920. The second half
of 1920 probably was not as prosperous as the first half. So I esti-
mate they probably paid $100,000 for the entire year. At 2 per cent
that shows they so 85,000,000 worth of synthetic indigo.

Senator CALDER. They paid the Chemical Foundation Co. $100,000 ?
Mr. DE.mMuo. They paid the Chemical Foundation $100 000.
Senator CALDER. You said the Chemical Foundation paid the very

large sum of $250,000.
Mr. DEMMNnO. That is irony, sir. Trifling would be a more suit-

able word.
Mr. METZ. The records are wrong. They paid to the Alien Prop-

erty Custodian. They held the patents from the Federal Trade Com..
mission at that time.

Senator CALDER. That is, the Du Ponts paid the Alien Property
CustodianI

Mr. MiETz. Yes; at that time.
Mr. DEMMINO. Now, I want to hand each of you gentlemen a copy

of this brief which we have prepared. I apologize for it not being
printed. It is typewritten and I think it islegible.

Senator SmooT. You want to put one of the briefs in the record as
a p art of your remarks?

Mir. DEm INO. Yes, sir. May I file it, Mr. Chairman ?
Senator McCUMBER. Yes; that may be done.
Mr. DEMmNO. In that brief we do not want to cover the ground

as we did two years ago. That brief does not pretend to go very
much into details. We want to simply point out to you gentlemen
how thismatter appeals to us now as consumers and users of -dyestuffs.

As I said before, we have attempted to consider it very carefully
and very conscientiously. To very briefly cover the subject, we
have five specific reasons why we object to an embargo; that is,
business reasons why we object to embargo and licensing,

We say, first, on broad principles we object to it, and say that
ethically it is unsound and inexcusable. We say it is unfair to give
to any small class of men-because the dye makers are comparatively
a small class of men in this country-this extraordinary protection
and at the same time not tender it to other industries.

We say, second, that the embargo and licensing as it has operated
in the past--because we are only judging by our past experience, of
course , as that is all anyone can do-will compel us to use inferior dyes
in the articles which we manufacture and turn out, and will, there-
fore, compel the public to accept from us and buy from us articles
dyed witTi inferior dyes which will not come up to the public's
demand, which will not, in other words, be satisfactory.

We say in the next place that by making us use these inferior dyes
we will gradually lose our domestic market, because the market is
open for the importation of dyed articles, and as the public (which,
to a certain extent, has been educated now, for instance, with respect
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to shirts and dress goods), finds out that these domestic articles will
not stand up under washing and under sunlight and bleaching and
things of that sort, they are going to gradually turn from the domestic
article to the imported article.

We say in the fourth plaee that it is going to deprive us of our
foreign market. During the war we succeeded just as the dye men
did in building up a foreign market for our textiles and knit goods.
In 1919 the hosiery men expoiled about 120,000,000 dozens of
hosiery.

Senator LA FOLLETTE. How much of an increase was that over
the normal?

Mr. DE3%sNo. Before the war we exported but a trifle.
Senator LA FOLLETTE. Almost nothing?
Mr. DIEmiNo. Yes; almost nothing.
Senator LA FOLLETTE. Taking 1913, as an example?
Mr. DEmMu . Yes; practically nothing. We could not get into

the foreign markets.
Senator LA FOLLETTE. How have you held up on that export, say,

for 1920, if you remember?
Mr. DEMm.No. They have ' Ilen off very much. I can give you

the exact figures. We have not got them yet, but we can get you
the exact figures. They. have fallen off very much. Part of the
falling off has been probably due to world-wide depression.

Senator LA FOLLETrTE. Inability to buy on the other side?
Mr. DE MmNo. Yes; but a part of it undoubtedly is due to the

fact that we could not get the fast dyes to put in the hosiery. Our
foreign competitors can secure these fast dyes and therefore will
deprive us of our foreign markets.

Senator McLEAN. In the commission's report of 1920 they say
"Although this decreasing export may be attributable to general
business depression, it may be largely accounted for, however, by
the fact that German dyes (either direct or indirect through export
of reparation dyes) have again made their appearance in the principal
export markets, such as China, India, and Japan."

Senator LA FOLLETTF.. He is speaking about dyed articles.
Senator McLEAN. If his position now is correct the thing for

Germany to do is to put an embargo on the exported dyes, in which
case they would control the entire textile market of the world, because
they could not be dyed satisfactorily anywhere else except in Germany

Mr. DEmMINO. We can sit here, Senator, and assume all kinds of
impossible things.

Senator McLO N. That is just what.you are doing.
Mr. DEMMINO. No; we do not say that. We say that the other

fellows are the ones who are assuming all these terrible things that are
going to happen to their business by the Germans.

Senator MCLEAN. I was following out your line of reasoning to a
legitimate conclusion.

Mr. DEMIUNG. I think the shoe is on the other foot, if you will
allow me to answer you. For seven years these dye men of this
country have not had any competition. They have built up their
industry. Now they come along and say you have to give us an
embargo and license system; otherwise the Germans are going to do
these awful things to us. fhe Germans have not done them yet.
But they say, "We fear they are going to do them." In other words,
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they are conjuring up hob-goblins and trying to frighten us by
spreading these things in front of us.

Senator MCLEAN. I was following up your line of reasoning. If
the Germans are smart they will not let us have any dye.

Mr. M-rz. We have to get 25 per cent under the treaty.
Senator SmooT. But they could do the same thing with the em-

bargo that they could with the free trade or with the tariff.
Senator MCLEAN. But I am discussing now the witness's line of

reasoning applied to protection to any industry. I do not think it
is sound.

Senator SMooT. It would apply to any country that had a monopoly
on any one article that the whole world demanded.

Senator McLEAN. That can not be unless you assume that the
Americans are utterly incapable of progress along this line, which I
do not think they are.

Mr. D.MmNo. You are assuming that when you give an embargo.
They can compete with anybody. ,

Senator McLEAN. No; I am not. The effect of the embargo is a
tem porary protection. We tried it out in a great many articles and
we thought we could not do it in this country. Take tin, for instance,
and a lot of things.

Senator SMooT. We never had an embargo on tin; we had a tariff.
Mr. DE:MmiNo. You remember when the tin-plate industry was

etting on its feet how the tin-plate men shrieked and said, "We
have to have some extraordinary protection." They got nothing but
a tariff, and look at the tin-plate industry to-day.

Senator McLEAN, But that is an entirely separate industry from
the chemical industry because it is so infinitesimal in its simplicity.

Senator MCCUMBER. I suggest that the witness proceed with his
statement.

Mr. DEmmio. Let mo remind you of another fact before we leave
that. In 1916, if you will recall, when the Hill bill was under con-
sideration in the House, some one-I do not remember who it was-
got a telegram from Herbert Dow in Michi an saying, "I have put
$102,000 in my synthetic indigo plant, and unless I get a specific
duty of 5 cepts a pound I am going to scrap my plant and throw it
in the Atlantic Ocean." You remember tho sensation that caused
in the House of Representatives. He did not get any 5-cent duty
and he did not scrap his plant. By the next year Herbert Dow was
getting a dollar and a half a pound for his synthetic indigo, and he
has made a fortune out of indigo at the present day.

Our position is that they are simply coming here trying to intimi-
date you gentlemen and frighten you with these awful ogres that they
parade before you and say if you do not do so-and-so we are going
to have our business destroyed. These are arguments that app y to
every other industry in this country the same way.

Senator MCLEAN. On the other hand, Great britain has gotten
along very well without any tariff at all, but in this particular instance
she puts on an embargo.

Mr. DEm.mNO. I am coming to that in just a second. As I say,
gentlemen, explaining my brief, I do not try to go into detail there;
Iam just trying to touch the high spots. We are appealing to you
gentlemen to consider this whole question in a broid and states-
manlike way. We have heard the technical side from Mr. Metz
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and Mr. Stone and others, and I am just trying to draw your atten-
tion to some of the broader aspects of the whole matter.

They have at the present time four principal arguments, as I
consider it, by reason of which they say that they are entitled to
this extraordinary protection of an embargo and license. Their
first argument is that they are an infant industry. Now, let us
consider that for a moment. They did exist before the war. I do
not pretend to be absolutely accurate in this information, but the
information we gathered shows there were about six dye plants in
this country before the war. They made from 90 to 120 dyes and
made them successfully and made them in full competition with
dyes that came from abroad. One of the dyes that I could men-
tion which was made and quite extensively used was orange wool G.

Senator LA FOLL=ETE. How many dyes did they make before
the warI
- Mr. DBmmNo. I know they made 90, and I think they made a

few more than that in successful competition. One of the dyes
they made was orange wool G, I think they call it. They made
that dye and it was quite extensively used, and they sold it for 14
cents per pound. I think it sold as low as 12 cents per pound, but
we will say 14 cents per pound to be absolutely fair. That dye at
the present time is selling for 45 cents per pound. You Senators can
see the high protection they are getting, 35 per cent on the 45 cents,
plus the 7 cents specific duty, making 221 cents duty alone, which
they get under this bill, which is higher than the price they got
for that dye before the war.

Senator LA FOLLMErE. What are they charging for that dye now?
Mr. D mmfzo. Forty-five cents.
Senator DILINOGRAM. What is the difference in the cost of pro-

duction nowI
Mr. DEMIuNo. I can not tell you that specifically. I am not

objecting to the duty, but I am simply pointing out as shown by---
Senator DILLiOHAM. That is rather an important consideration.
Mr. DEMmN. It is very important in arriving at the rate of duty.

I am arguing that they do not need an embargo and licensing; that
the duty is sufficient.

At the present time, according to the latest census, they have in
this country 213 chemical factories; that is, factories making chemicals,
of which 82 are making dyes. During 1920 they manufactured in
this country over 88,000,000 pounds of dyes at a value according to
this census, which came out only a few weeks ago, of $95,000,000.
They exported dyes all over the world-I think Senator Smoot
mentioned the countries a couple of days ago-to the value of
$35,000,000.

Senator DmhLINOHAm. Was that during the war periodI
Mr. DEMMNG. It was during 1920.
Senator DiLLNoyAm. During the year 1920?
Mr. Dz.MINo. During the year 1920 they exported dyes to the

value of $35,000,000.
Senator IA FOLLETrE. Do you give those figures in your brief ?
Mr. DEzMINO. They are in that census report.
Senator LA FdwzrrE. I know where to find them in the census

report, but I was asking you if you gave them in your brief?
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. Mr. DEMMINO. No; they are not in my brief. There were imported
into this country of these vat dyes which we do not make here about
3,400,000 pounds to the value of $5,700,000.

Now, it is very easy, if my figures are correct,.to compute what
proportion of the dyes we consume in this country that are made here.
$35,000,000 from $95,000,000 leaves $60,000,000. We will add to
that the $5,700,000. We will call it $6,000,000. That is $66,000,000.

Six sixty-sixths of 100 per cent gives you just a trifle over 9 per
cent. In other words, they manufacture in this country and use in
this country not quite 91 per cent of all the dyes made here. Nine
per cent of all the dyes consumed here are imported.

Senator LA FOLLETrE. 90 per cent in round numbers?
Mr. DEMmmo. Between 90 and 91, yes.
Now, that is the extent of the domestic industry at the present

time. They have built up their foreign trade to such an extent that
they have their color cards printed in foreign languages. Here we
have one printed in French. That shows that they have a very
extensive foreign business. They have gone out for the foreign
business and they have gotten it. We do not begrudge them that;
but, for pity's sake, do not argue to us that they are such an infant
industry that they need this extraordinary method of protection.

Now, as to their capitalization, as I figure it, outside of the Standard
Oil companies-and nobody seems to know just what their capital
is at the present time, since they have been split up--outside of the
Standard Oil companies, the Allied Dye & Chemical Co., according
to the financial books, is the fourth largest industrial corporation
in this country to-day. The United States Steel Corporation, as is
well known, is the biggest with a billion dollars.

The General Motors, which, by the way, is another Du Pont Co.,
is next with about $750,000,000. Then comes the American Tele-
phone A Telegraph Co., with $500,000,000, and then comes the Allied
Dye & Chemical Co., with a capitalization, as I figure it, ranging
anywhere from $300,000,000 to $400,000,000. They have $100,-
000,000 of preferred stock--not quite, just a few thousand under a
hundred million dollars-and they have 3,143,000 shares of common
stock of no par value. The stock had been selling as high as $64 or
$65, and it pays 4 per cent dividends. I saw in the financial columns
of a very reliable a er a couple of months ago that the Beckers Co.
alone, of the Allied Corporation, in the first three months of this year
made enough money to pay the entire dividend of the Allied Dye &
Chemical Co. for the year.

You certainly can not call that an infant industry.
The next important company to the Allied Dye & Chemical Co.

is the Du Pont Co. You can not find any statement of theirs in the
regular financial' books, and the stock is hot listed on the New York
Stock Exchange, but, as far as I can find out, they are capitalized
tq-day at about $175,000,000. It is a well-known fact that before
we got into the war, from the contracts which this company had with
Great Britain alone, manufacturing munitions, it was rumored, and
rumored among bankers and reliable people in Philadelphia, that
they had made $260,000,000 out of their ammunition contracts with
Great Britain alone--before we got into the war. After we got into
the war the y made $103,000,000 in one year alone out of ammunition
contracts with this country.
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And yet they prate about patriotism. These are the people who
are coming here and saying, "We are an infant industry; for God's
sake help us or we are going to the wall; otherwise we can not make
dyes."

We say, with those facts staring us in the face, this is a pretty lusty
infant industry.

In addition to that, any industry that can afford to spend a little
over $100,000 in one year alone for legislative expenses, as this in-
dustry has, certainly is not such a weak industry. In that connec-
tion, let me point out to you, gentlemen, that that was only through
the acrency of the American Dyeq Institute, and it is a matter of public
kno ledge that some of the companies furnished a great deal of
money themselves for their agents here in Washington in addition
to that $100,000.

So we say that that argument does not go very far, that it is an
infant industry and therefore needs this extraordinary protection.

Then, they come along and say, "Well, we want this extraordinary
protection because the price of the dyes going into these different
articles is so small, it is so infinitesimal, because each of you only pays
a few cents to us." That is a very beautiful argument, but it is an
absolutely dishonest one, and our answer to that is that it does not
matter how much we pay to the dye industry, whether a few cents
or a few dollars, it is uni- roper and wrong for this country to give
to any industry the privilege and the power of levying tribute upon
every man, woman, and child in the country, we do not care whether
it is a few cents or a few dollars, and that is exactly what you are
doing in giving them the embargo.

An embargo, gentlemen, is the same thing as a subsidy, with this
exception; when you subsidize an industry you present them with
a certain particular sum of money, say $10,000,000 or $50,000,000,
and then you tax the people to raise that amount of money. When
you give them an embargo you give them the privilege of taxing the
people in any amount of money which they choose to put upon the
price of the article which thy sell to the people. That is the
difference.

Senator McLEAN. That is, assuming that there is no domestic
competition.

Mr. DrmEimNo. Well, there will not be very much domestic compe-
tition if they get this bill through. There is going to be an absolute
understanding in the trade, according to our information.

Now, I appeared at the hearing a year and three quarters ago, and I
remember Mfr. Dan Waters sitting over there. He had a biuo serge
suit on and i. held his suit up like this, and in a very dramatic way
he said to tie chairman, Senator Watson, sitting over there, "Do
you know how much the dyes in that suit cost? Thirty-two cents.
And they a e making all of this hullabaloo about 32 cents."

And two months after that hearing I read in the papers an article
which evidently had been written by one of the dye men, because it
was phrased along the general lines of their propaganda that they had
to have an embargo and licensing, to the effect that the dyes in a
suit of clothes cost 45 cents instead of 32 cents.

About two months after that another article said that it cost 65
cents; and now along comes Dr. Mathos, who is the chief chemist of
the National Analine Co., and says that the dyes in an ordinary suit
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of clothes cost 78.61 cents. So they are all the time creeping up in
the price. And remember, gentlemen, that is at the mill, and by
the time that price goes onto the other costs of manufacturing the
cloth, through the jobber, the wholesaler, and the retailer, down to
the final user of the suit, it amounts to several dollars. It gives them
a chance to roll up and pyramid their costs. That is the very thing
that we are opposing. W want to get down to rock-bottom prices.
We want to give to the American public our products at just as cheap
a price as we can, and we do not want to be held tip anywhere along
the line and made to pay improper or extortionate tribute to any
particular man or to any particular industry.

Senator MCLEAN. Wfat is the general average of the prices.of
dyes now as compared to the prewar prices I

Mr. DEMMINO. I will show you that in a second. We have an
analysis of the bill right here.

Senator McLEA-N. Are they very much higher?
Mr. DEmINo. Very much, sir; ranging from 300 to 1,100 per cent.
Then you must remember that in addition to the cost of the dyes

in a suit of clothes, you have dyes in practically everything you have
on. You have dyes in your neckties; you have dyes in your shoes;
you have dyes in your socks; you have dyes in your hat--

Senator McLEAN. You had better stop there. [Laughter.]
Mr. DEMmjNa. I will not try to dissect ladies' wear. You have

dyes in the band of your hat., and if you want to revel in luxuries
like the hard-coal miners do in Pennsylvania you wear dyed under-
wear. The underwear men have told me that nearly all of the beau-
tiful pink and blue dyed underwear that is used goes to the hard-coal
miners in Pennsylvania. That is true of all kinds of articles. Prac-
tically every man, woman, and child gives, some kind of tribute to
the dye manufacturer. Dyes are in many household articles, almost
too numerous to mention.

In order to find out -the true cost of dyeing articles and the addi-
tional expense incident thereto to every one of the inhabitants of
this country, one should go to the fountainhead, the mill. and ascer-
tain there just how much it costs to dye in bulk, and especially find
out what is the difference in the cost of dyeing now as compared
with the cost prior to the ,var. It will soon be discovered, if this
method of investigation is pursued, that in many mills and textile
establishments, if the difference in the cost of dyeing now as com-
pared with the cost of dyeing previous to the war could be saved,
this sum alone would be sufficient to pay a handsome return upon the
entire capital and investment of the mill. In other words, if this
difference in cost and sum of money could be returned to the millinan
as the dividend or interest upon his total investment, he could well
afford to let the public have his entire product at cost.

In. this connection I ask leave to file in the record an article on
this subject, rather fully setting it forth, prepared by Mr. Joseph S.
Rambo, one of our oldest and most experienced knit-goods manu-
facturers, who has several mills of his own.

So we say that that argument does not go very far.
Now their third argument is, as the Senator referred to several

times, licensing abroad.
They say Italy and Japan have passed licensing systems. Well,

the conditions in Italy and Japan are not analogous with this country
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at all, because neither in Italy nor Japan have they any raw materials.
They have not any dye industry to protect.

Then they come along and say that France has passed a licensing
system. I would like to know right now where this idea started
about lhi'ance having a licensing system. Men have come here and
have glibly said, "Well, France andEngland have licensing systems."
England has, but I have been unable to find any system or any law
setting up a licensing system in France, and I have been to the French
consul and the French Chamber of Commerce in New York and asked
upon the subject, and they said that France had absolutely no licens-
ing system. So, if there is any such a law I would like to have it
pointed out to me now.

Senator McLEAN. But they have an embargo, have they not?
Mr. DEmMINo. No embargo and no licensing. On the contrary,

the French consul in Now Y-ork-told the gentlemen who brought the
news directly to me, and whom I sent over there for thatpurpose,
that there is absolutely an open market between France and Germany
on dyes and that any dyes coming into France from Germany pay
1 franc per kilo. That is about 2.2 pounds. If we export dyes from
this country to France we pay 2 francs per kilo. In other words,
they charge us more than they charge the Germans.

Now if there is any licensing system in France, I would like to
know where it is. T en, we go to England. They sa "England
has an embargo and licensing system." So she has. But the con-
ditions are very different in England from what they are here. In
the first place, England is a free trade country. She had to do some-
thing to build up her dye industry, and to save her face-sht did not
want to reverse her general national policy-she adopted an embargo
and licensing system.

In the second place, many of the leading thinkers in England say,
and have stated it with great force and emphasis, that the embargo
and licensing system in England is wrong. Lord Inchcape, a very
well-known authority in England, has so stated. Sir George Paish
who, in the estimation of many of us is probably the best political
economist in the world to-day, says that the embargo and licensing
system in England is wrong. Lord Bryce, you will remember, came
out about three clays ago and said the embargo and licensing system
in England was wrong. They say that for this reason it is wrong
and improper for the Government to be connected with any com-
mercial enterprise, and a great many thinking men espouse that
doctrine.

Senator LA FOLLErrE. Do you happen to know whether England
imposes a limitation of profits

lMr. DE,%iNo. Yes; I am coming to that, Senator.
Senator LA FOLLETTE. I wouldlike to have you call attention to

that.
Mr. DEMMINO. On that point, because it is so apropos to the matter

that we are discussing here, let me read you what Lord Bryce said.
Lord Bryce holds a very high position in international economics
and is noted as a very deep thinker on these subjects.

Senator SMOOT. This was one of his lecturez given in one of the
universities.

Mr. DEMMmNo. This was an address given by Lord Bryce before the
Institute of Politics at Williams College on the 5th day of August
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of this year. This is what he said, as shown by this newspaper
clipping:

In addition to opposing Government participation in busineps he questioned the
value of Government aid to commercial interest"., lie said that the nation which
does not help its industries, as Germany did hers before the war, will in the long run
develop a more vigorous commercial life than the country which subsidizes and
nurses their manufacturers. Germany's advances in trade, he said, are not due to
Government's help so much as the assiduity of her merchants.

Speaking of the connection between finance and war, Lord Bryce declared:
"Money can exercise as much illegitimate influence in democracies as elsewhere."

I do not know whether he was hitting at us or not, but I imagine
that he was.

In some of them it canr buy the press; perhaps also a section of legislators. Where
the standard of public virtue is high, those who want to get something from a Govern-
ment will seek not to bribe, but will, to use a current expression, 'try to get at the
pr ' while also eking to induce influential constituents to put pressure on their
membrs and members to put pressure on ministers, the object in view being repre-
sented as a public interest, whereas it is really the interest of a small group. When
the standard ie low, the group will approach the private secretaries of a minister, or
even a minister himself.

We think that is very apropos to the situation in this dye embargo
proposition at the present time.

Senator McLEAN. He does not mention the dye embargo?
Mr. DE miNo. He mentions all industries which receive Govern-

ment *id, Senator, and Sir George Paish and Lord Inchcape have
specially mentioned the dye embargo.

Senator McLEAN. I heartily agree with the sentiments expressed
by Lord Bryce. I think we should abolish our War Finance Corpo-
ration, which was created for the express purpose of artificially stimu-
lating prices.

Senator MCCUMBER. Let me appeal to the Senators and to the wit-
ness, who has a half hour, to hurry the testimony as much as they
conveniently can do so.

Mr. DEMmNO. All right, Senator.
Senator MCCUMBER. The entire Tariff Commission is up here and

wishes to be heard.
Senator McLEAN. Do you expect to close the hearings to-day, Mr.

Chairman?
Senator MCCUMBER. That was the expectation. We have sum-

moned every member of the Tariff Commission here. They are wait-
ing, and we have another witness, and we want to get through this
afternoon.

Mr. DBzmmizo. I will hurry along, sir.
Senator LA FOLLETTE. This is very important testimony that this

witness is giving.
Senator MUCUMBER. Well, we are-making it very full.
Senator LA FOLLErrE. And I do not think he should be cut off.
Senator MCCUMBER. The witness has already filed his brief.
Mr. DEmmNo. Yes, sir; I just want to finish this licensing matter.
Senator McCumiBER. Well, be just as short as possible.
Mr. DEMmnNO. Now, as to the licensing law in England-
Senator LA FOLLETTE. Do not forget, Mr. Witness, to tell us about

the limitation that Great Britain puts on the profits in the embargo.
Mr. DEMMINO. Yes. The licensing law in England, as the Senator

has intimated, is not only a very different law from that proposed

703



704 TAMFF HEARNGS.

here, as I will show to you, but it is also for the protection of a com-
pany over there in which the Government participates and which
the Government controls. Now, that is very different sir from the
embargo and licensing proposed here for the benefit of private indi-
viduals to roll up any profit for themselves that they can under the
umbrella of that embargo and licensin p e r

Now, the British D es Co. (Ltd.) is protected by this embargo
and licensing in England. It has a capitalization of 6,185,822
pounds sterling, and of that capitalization the Governmeat has paid
in not quite £2,000,000, or about one-third of it; so that the profits
of the corporation go to a very large extent to the taxpayers and the
citizens of England.

In addition to that, the profits of the corporation itself are limited
to 8 per cent. They are not allowed to pay any dividends over 8
per cent. The salaries are also limited to a thousand pounds. Five
thousand dollars is the very highest salary they can pay. The
Government exercises a very close supervision over the entire
corporation.

Now, the law itself is very much different from that proposed here.
The licensing commission over there is composed of 11 members.
Five of those members are dye consumers. Three of them are dye
manufacturers and the other three are outsiders. You can see that
the dye manufacturer is not going to get very far with a commission
composed in that way. That is quite different from this lawithat is
proposed in this country.

Besides all this, as is well known, England is a very small, compact,
"tight" little country, and her textile and mill district is encom-
passed within a comparatively limited and congested area, very
unlike conditions in this country, where mills are scattered over the
length and breadth of the land, sometimes thousands of miles apart.
England, also, is very close to Germany, France, and Switzerland, and
English manufacturers tell us that they can apply for a license to
import needed dyes, get action on the application within two or three
days, and have the dyes on the way to them within 24 hours after
the license is granted, receiving them in a day or two after favorable
action upon their license application.

Surely such conditions are not comparable to those here, 3,000
miles away, and mills using dyes located in every part of our broad
land.

England has not attempted to apply her dye licensing system to
Canada, where conditions are much similar to those in our own
country.

Therefore, we say that all of this talk and references to licensing
abroad as being an argument in favor of having embargo and licens-
ing in this country falls flat. They do not apply to the present
situation in this country and they are not an argument at all in their
support.

ow, they have their fourth argument, which, I think, in the minds
of most of you gentlemen is their strongest argument, and that is
patriotism. They say, "This is a key industry, and you have to
protect us because we are a key industry." Now, what is a key
industry? As I conceive it, a key industry is an industry upon which
other industries depend; a sort of sun which is in a constellation of
its own, around which other industries revolve as planets. If that
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is a correct definition, and using that definition, we find the dye
industry is very far from being the only key industry in this country.

Which industry do you gentlemen think is the greater and more
important industry the industry that manufactures the steel that
makes the cannon that fire the shells during the battle, and makes the
containers which hold the gas which is manufactured for this chemical
appliance, 4r the chemicaplants that make the gas? Which is the
more impo t ant industry, the industry that clothes the soldier and
takes him to the front to the scene of action and makes him comfort-
able and protects him against the rigors of the weather, or the indus-
try which makes the gas that allows him to throw the bomb I Which
Industry is the more important, the industry that builds the aero-
plane that brings him over the scene of action so that he can throw his
bomb, or the industry that gives him the gas inside of the bomb;
the industry that transports him to the scene of action or the industry
that gives him the gas in the bomb?

And yet all of these other industries (and I could mention many
more which, to our minds, are just as important as the dye industry)
are not here clamoring for any embargo. The steel industry does
not come down here and say, "Gentlemen, we are essential in time
of war; we make the steel; you can not get the guns; you can not
get the rifles and revolvers; you can not make airplanes or ships,
or you can not make any of these thousand other things unless
you have the steel industry, and if you do not give us an
embargo and licensing system we are going out of business and the
whole country is going to blow ip when it comes to war." The
textile people do not come down here and say, "Gentlemen, we are
essential in time of war. We make the clothes for the soldiers; we
make the blankets to keep them warm; we make the goods that go
into the tents; we make the underwear, the socks, and everything
else that go into a soldier's kit and apparel, and therefore we have
to hive an embargo and licensing system. Otherwise we are going
to close up our factores and let the country go to the definition
bow wows."

The aluminum industry does not come down here and say, "Gentle-
men, we make the stuff that goes into all of your war activities, that
goes into your culinary apparatus, the cups, knives, forks, spoons, and
tin plates of your soldiers. We are an essential industry, and if the
country ever goes to war you have to have us; therefore we Nvant
an embargo and licensing system."

Not a bit of it. If they did you gentlemen would laugh in their
faces and say, "The war must have set you all crazy."

Senator MCLEAN. You have not mentioned an industry yet that
is not vitally dependent upon the chemical industry.

Mr. DEMMINO. Senator, every one of these industries, in ou
humble estimation, is just as essential, is just as much of a key
industry as the chemical industry.

Senator McLEAN. That may be, but none of them could live
without the chemical industry.

Mr. DEMMING. And the chemical industry could not live without
them. It is a well-known fact, Senator, that in case of national
necessity, in case of national extremity, all of the industries in the
country are mobilized for the common protection, and the dye
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industry does not occupy any more prominent or special position
than any of a dozen other industries.

Senator MCCUMBER. The witness has been quite lengthy on that
subject. Will you kindly proceed, Mr. Witness, to another subject?

Air. DEM No. All right. I just want to say this.
Senator MCCUMBER. Xery well.
Mr. DEMMINO. Mr. Stone and Mr. Heywood have come here.

They are chemical manufacturers, and they have told a pitiable
story. They say they are up against it; they say they are afraid
they will have to go out of business; that everything is depressed
and they can not sell their products; that they are on the verge of
making remarkable discoveries, and can not go ahead, and things
like that.

Now, we sympathize with them. But is that any argument for
an embargo and licensing system? The whole country is in the same
position. All you gentlemen have to do is to give a serious intimation
to me that you will give an embargo to every key industry in this
country, andif you give me that intimation, I guarantee that inside
of a week I will come down here with enough poor struggling hosiery
manufacturers to more than five times fill tis room, and will prove
to you that we are a key industry and that we are in need of an
embargo and licensing system just as much as the chemical industry.
All you have to do is to say that you will consider giving them an
embargo on competitive importations.

Senator DILLINOHAM. In other words, you mean to say that they
will all ask for everything they can get?

Mr. DEM.MINC. Certainly. The depression is so widespread that I
can tell you of some very pitiable tales, just as well as AT. Stone and
Mr. Heywood have. Many of these poor struggling hosiery manu-
facturers have small mills in small country towns and they are abso-
lutely up against it. This depression is universal. It is all ovet the
country, and they would come down here and tell of the wonderful
hosiery that they are going to make if you just give them an embargo
sufficient to keep out foreign importations. And that has actually
happened. We know that in the New York market there are many
thousands of dozens of imported hosiery coming in, and underwear
also, from Germany and France.

Senator SiMmons. Let me ask you this: Can the hosiery people
any more control and dominate this market to-day than the dye-
stuffs pople can

Mr.]EMMINO. They can not control their market nearly as much
as the domestic dye men control theirs.

Senator SiMMeNS. Do they produce as much in per cent of the
American consumption, or a larger percentage than the dyestuffs
people? You said- that the dyestuffs people produce 90 per cent of
the American consumption.

Mr. DEmMINO. The dyestuffs people produce 90 per cent of the
American consumption manufactured here to-day.

Senator StMetoNs. Yes.
Mr. DEMMINO. I do not quite understand the Senator's question.
Senator SIMMONS. I mean to ask you if the hosiery people produce

a greater percentage of the American consumption than the dye-
stuffs people?

1/06
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Mr. D.MNmGo. They do not produce as much, Senator. They do
not produce as much; but we know that it would be a ridiculous
thing to ask-not only ridiculous but impertinent and selfish-for us
to come down here and ask for any such protection, and yet we feel
in our own hearts that we are just as much entitled to it as thechemical pople.in Philadelphia, and in the Philadelphia district, we have had strikes

up there by reason of the arrogant demands of labor in most of our
knit-goods mills; beginning last fall and continuing for many months.
Most of the mills are closed down. They tell me that in the Kensing-
ton district, which is our mill district, that the biggest sufferers by
reason of the depression are the little corner grocery stores. Let us
have an embargo against grocery stores.

A short time ago a large manufacturer of baby carriages, a man who
has a big factory in New Jersey told me that the effect of this depres-
sion has been to close up his factory until consumption catches up
with production. He said, "Besides that, they are bringing into this
country a small, unique, very highly ornamented baby carriage, from
France, and it is making very big inroads on my business."

Gentlemen, it seems to me that the baby-carrage industry is a key
industry. (Laughter.j Babies have to be born and raised before we
can make chemists out of them and kill them off with gas. Let us
have an embargo against baby carriages.

Senator McLEAN. It would be your conclusion that the existing
Simmons-Underwood rates are not now sufficient to protect the
generality of American industries against foreign competition at this
time.

Mr. DEM.iNo. We are not objecting in any way against rates.
Senator. MCLEAN. I deduce that from your statement.Mr. DEIrNCi. We are not objecting in any way against rates. I

am tr in to show you gentlemen the absurdity of tis argument on
behalf ofa single industry. Gentlemen, I do'not have to argue to
you; you know that if it had not been for this war and the frame of
mind that it has put you in you never would listen to such an argu-
ment.

Before the war-
Senator MCCUrMBER. It seems to me, Mr. Witness, in all fairness,

this is mere argument.
Mr. DI)EmmiO. All right, sir.
Senator MCCUMBER. And not facts, and there are five other wit-

nesses waiting this afternoon, and in justice to them-
Senator DILUNOHAM. And this witness asked for 30 minutes this

afternoon.
Senator MCCUSIBER (continuing). We ought to close this testimony.
Mr. DEMMINO. All right, sir.
Senator MCCUMBE . We want to give these other witnesses an

opportunity to be heard.
Mr. DEMMNo. All right, sir.
I just want to file with you gentlemen an analysis of the bill which

we have made; that is, on the embargo and licensing feature. I have
a copy of it here for each of you, I think. I will file that with you,
with your permission, Mr. Chairman.

Senator MCuMBER. It will be printed as a part of your testimony.
81527-02-D E-24
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Mr. D3 3ib.No. And also a treatment of the subject from the
standpoint of the small milinan which came from the treasurer of
the Lowell Dye Works, of Lowell, Mass., which we thought fitted the
subject so well that we had it printed-a sort of human document.

I also want to file with you, Mr. Chairman, copies of three letters
showing that as late as July 16 of this year the Dye and Chemical
Section of the Treasury Department refused the Slatersville Finish-
ing Co. a permit to import a certain dye, saying it could be obtained
here. On July 21 they reversed their decision and said no, the dye
was not manufactured here, and they gave them a permit. Then,
on August 1, they refused the Merrimack Manufacturing Co., of
Lowell, Mass., a permit to import the very same dye.

This is an illustration similar to that of Senator Simmons, is con-
stantly happening, and shows the burden imposed on the mills by
licensing.

I wish also to place in the record, as controverting the oft-asserted
argument of those favoring embargo and licensing that dye factories
are "potential arsenals," the public statements of Dr. Reese, chief
chemical director of the Du Pont Co., and Dr. Berhard C. Hesse,
chief chemist of the National Aniline & Chemical Co., to the effect
that dye factories have very little to do, especially in a big wer
with manufacturing explosives or gases.

These statements were made, unfortunately for their present pro-
testations, a few months before this dye embargo and licensing
scheme was conceived. If carefully read and studied I think they
will convince anyone of their sincerity and truthfulness, and that
they depict the real situation.

I wish, likewise, to call the attention of the committee to the fact
that there now exists a Chemical Warfare Service as a distinct
efficient, active branch of the Government, and that the annual
report of its chief, Brig. Gen. Amos A. Fries, for the fiscal year 1920
strongly indicates that this bureau can well take care of all the war-
fare chemical problems of the country and is considerably at variance
with the verbal statements before this committee a day or two ago.

I also wish to call the attention of the committee particularly to
the very pertinent statement of Dr. Hesse, as set forth on page 319
of the hearings before the Finance Committee in December, 1919, and
January, 1920.

Senator MCCUSMBER. They will be inserted as a part of your
testimony.

Mr. DEMMiNO. I wish also to file with you, Mr. Chairman, a brief
which I have been requested to hand you, prepared by the Aberfoyle
Manufacturing Co., which is a very large printery of shirtings, located
in Chester, Pa. I may say that I had no part in getting up this brief
It was gotten up by their own officers.

Senator MCCUtM1ER. If there is no objection, it will be printed as
part of the witness's testimony.

Mr. DEM!MINO. I also wish to file with you a letter of protest by the
Hulton Dyeing Co. (Inc.), of Philadelpbla; Pa., in which letter is set
forth this:

One of the great objections we find is that the license system compels us to keep
large stocks of expensive imported colors on hand so we can at least make an effort
to meet all demands ulpon us. Our present imported stock, which is not nearly
adequate, represents an investment of $40,000, which is four tunes as much in value
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as our whole prewar stock of all colors, and when to these imported colors we add the
value of our stock of domestic dyes at the tremendous increase over prewar figures,
our total stock reaches an appalling figure.

I want to say, ,Mr. Chairman, that this dyeing company is a member
of the Master Dyers' Association of Philadelphia, composed of between
30 and 40 dyers, that the witness who appeared here on Wednesday,
Mr. Dan Waters, L president of that association, and in his testimony
does not by any means represent the sentiment of that organization,
because they have refused to indorse the embargo and licensing
system.

I also beg leave to file with your committee a protest by the
Sauquoit Silk Manufacturing Co., which is one of our largest silk-
manufacturing concerns.

Also a protest against embargo and licensing by the Pennsylvania
Axminster Carpet Corporation, one of our largest carpet mills.

Also a protest by Jacob Miller & Sons, one of our largest shirt,-
manufacturing companies.

Also one b the American Pile Fabric Co., which company manu-
factures pluses velvets, and velours.

Also one by the Globe Dye Works Co. of Philadelphia.
Also one by the Janero Dye Works, oi Philadelphis.
Also one by the Lowell Dye Works, of Lowell, Mass.
Also one by Joseph Greer (Inc.), manufacturer of worsted and

woolen goods, a very large concern in Philadelphia.
Senator DILLINOHAM. Can you not put all of those in in a bunch,

and let them all appear?
Mr. DEMMINO. If you gentlemen say so, I will; yes, sir.
Senator McCUMBER. I should prefer to have you do that if you

are not getting to the end of them.
Senator DILLINOHAM. It will save time if you do it that way.
Mr. DEtmINO. Yes. Here is one from Folwell & Bros. Co., a

very big concern, and one from John Bromley & Sons (Inc.). I will
leave the balance of these letters with your committee. I also want
to file, to go into the record, if I may, an article or articles by Mr.
Warren F. Doane, of Philadelphia, editor of The Manufacturer.

Senator JONES. I notice that that has been printed. Have you a
number of copies of that?

Mr. DEMmikO. I have only two or three with me, sir.
Senator JONES. I was just wondering whether you could furnish

the committee with copies of it.
Mr. DEmMINO. Each member of the committee?
Senator JONES. Yes.
Mr. DE MMINo. I think I could, sir.
Senator JONES. We would be glad to have them.
Mr. DEmMINO. Yes; I would be very glad to do that.
I should like to add that these letters from various textile mills

merely represent a fraction of the total protest and dissent; many
mills have written directly to either the chairman of your committee
or the different members of your committee.

Senator McLean, you asked if Mr. Kilheffer could be called. Would
it be satisfactory to call him after we have called the members of the
Tariff Commission, or is it your desire that he should be called now.

Senator MoLEAN. I think he will occupy but a very few minutes,
and he wanted to follow this witness.
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Senator MCCUhiBmR. All right, then. We will call Mr. Kilheffer.
Mr. CHOATE. While Mr. Kilhefrer is coming, Mr. Chairman, may I

state, in view of the obvious exigencies of the committee, I do not
think it would be proper for me to attempt to answer any of the
tirade of abuse which Mr. Metz directed against the Chemical Foun-dation and myself during his testimony. -1 am sorry not to be able
to answer that but, as I say it is impossible. Therefore, I shall not
attempt to dwell on that subject, but I wish to state that it is -fully
covered in the testimony before the Finance Committee of the
Senate and the House Ways and Means Committee. I have brought
here, in addition, the record of a law suit between Mr. Metz and the
Alien Propert Custodian, to which he referred, and which I offer in
case you entlemen wish to receive it. It will show the sworn testi-
mony of the witnesses, Mr. Metz and others, and what the real facts
were. It is a voluminous record, and I do not suppose you are
going to print it, but I have it here.

Senator MCCUMBER. Very well.
Senator McLEAN. If you have a single copy, you might leave it

with the chairman of the committee.
Mr. CHOATE. We have a copy, but it is very large, and I do not

know whether you care to receive it or not. There it is.
Senator McLFAN. It may be left with the chairman.
Senator MCCUMBER. Very well. You can leave it here, and we

will let the committee decide whether they want to print it. as a
part of the testimony.

Mr. CHOATE. Very well.
BRIEF OF ozORGE DRMMINO R PBE NTIo THE NATIONAL ASSOoIATION OF

HOSIERY ANY) UNDERWEAR MANUFA oURS.

SPECIFIC BUSINESS OBJECTIONS TO DYE EMBARGO AND DYE LICENSING COMMISSION.

1. It is ethically unsound and inexcusable. It is not right to give an embargo anu,
licensing commission form of protection to any one class in the country which has as
its national policy one general and universal form of protection for all business and
industry. By so doing the country unduly and invidiously favors, prospers, and
advances one selected ci ass at the expense of all the others. This can not be justified,
and should not be condoned or permitted.

2. By establishing such a law dye users and consumers will, by reason of the com.
plexities and complications entailed by the law, the red tape and cumbersome and
harraing methods and procedure prescribed to comply with the law, be compelled to
use inferior and deleterious dyes, and in turn dispose of to the people shoddy and im.
proper goods and dyed textiles.

3. Likewise dye users and consumers will be robbed of their foreign customers, who
will have access to the goods of their competitors dyed with fast, brilliant, serviceable,
and satisfactory dyes.

4. Dyes barred out by the embargo and licensing commission will, nevertheless,
come into the country in the shape of dyed goods and textiles, upon which articles
there is no embargo nor licensing commission, but an ordinary tariff, and thereby,
eventually, the domestic dye user and consumer will be deprived of his domestic
market in many of his wares.

5. It will afford the opportunity to domestic dye manufacturers to establish a
monopoly and to charge unreasonable and extortionate prices.

It goes without saying, of course, that the American dye manufacturing industry
should be fostered and fully protected. All Americans are in hearty accord on this
point. While not exactly a new industry, and while it was well developed and made
highly profitable during the late war, its future should undoubtedly be properly
cared for.

This appears to be most adequately done, however, in the tariff feature of the bill.
The protective duties levied are most liberal, and certainly seem sufficiently high to
afford ample protection to the industry when taken in connection with the undeniable
facts that-
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1. The industry, while a growing one, is not entirely new.
2. It has received a tremendous impetus during the war and since become quite

robust and lucrative.
3. The capital, financial standing, prospectuses and reports of domestic dye manu-

facturing companies themselves, ifsued from time to time, show the industry is ex-
ceedingly prosperous, quite self-sustaining, and, indeed, self-satisfied, and well able
to meet normal conditions.

It is respectfully submitted to the consideration of your committee, that, in addition
to this most liberal tariff, it is entirely unnecessary to place in this bill the secondary
protection of the absolute prohibition of the importation of all coal.tar products for
the _period of three years and the creation of a dye licensing commission to decide, in
its discretion, whether or not there shall be any exception to such prohibition.

The main general objections to embargo and licensing, briefly summarized, are as
follows:

1. The crying need of the times, as everybody knows, is for the lowering of the high
cost of living. The setting up of an embargo and the creation of a dye licensing com-
mission is a step in just the opposite direction. To levy a very high tariff on iniporta-
tions of coal.tar products, and then to follow this up by absolutely prohibiting the
importations of such products unless passed upon and allowed by a dye licensingcom-
miesion, is unmistakably a move toward greater expense in the business of any
industry having the need of the use of those products.

It not only is an open invitation to American dye manufacturers to raise the price
of their products, as well as to lower their quality, but furnishes an excuse and a pre-
tense to those who must employ dyes in their business to elevate the selling price of
their goods to the public, and everyone knows that such elevation is always out of
prorptolon to the increase in the price of materials entering into the fabrication of such
gos. It is cumulative in its effect and the good old public always pays_ the bill.
While the price paid for the dye used in manufacturing an article is only a fraction o!
Its cost to the public, and in many cases a small fraction, yet the fact remains that it if)
still a part of the cost; and, In the case of cheaper and more commonly used artcles,
It is a much larger fraction than in high.priced goods and articles of luxury. If, orei-
natily any In.portations of coal-tar products ever get by the extraordinarily high tariff,
provide for ii this bill, there surely must be some goo and sufficient economic or
industrial reason therefor, without the necessity of any dye-licensing commission to
pass on the propriety or necessity therefor.

The whole world is now girding its loins for the most intensive economical str"le
Itprobably has ever known, In which industrial rivalry and business competition
will be most keen. The sooner we realize it, prepare for it, and get down to brass
tacks, the better. One thing is sure, we can not fatten off each other Indefinitely.
So far from coddling and favoring and protecting to the point of atrophy any par-
ticular industry in this country at the expense of other industries, what we need
most to-day are Incentives for higher, broader, cheaper, and sounder commercial
enterprise and production.

2. Next to lowering the high cost of living, and, perhaps, just as important and
closely related thereto, is the dire need to simpifly in every possible way the American
business man's way of doing legitimate business. There are already so many com-
missions, bureaus, and departments holding sway over him, together with statutes
and laws regulating business, that it has actually come to the point where no one
really knows what is the proper business law and rule to-days business men are
becoming more and more vexed, uncertain and confused, are virtually at sea as to
what proper step to take or if any step at all is to be taken in regard to many details
of business, and industrial chaos threatens as the direct result. -To add still another
commission, which would hold sway over an important branch of business, with all
its necessary rules, regulations, rod tape, and decigions, would be merely to add to
this confusion and indecision.

Surely the Federal Trade Commission, the Departments of Labor and Commerce,
the reparation commission, together with the Clayton Act, the Sherman antitrust
law, the Lever Act, the antidumping laws and other laws now in force and under
consideration are sufficient to take care of this situation. The American business
man in order to succeed must have freedom from restraint and interference and simpli.
fication of method and procedure.

3. Proceedings by business men before this proposed commission will necessarily be
cumbersome, embarrassing, entangling, uncertain, unsatisfactory, disturbing, bur.
densome, and probably expensive to a prohibitive degree. It will act s an artificial
restraint upon legitimate business, and the ordinary American business man, trying
to do business in a lawful, sensible, and economic way, can not fail to regard it as a
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millstone about his neck, entirely unjustifiable and intolerable. Action before this
commission, taking into consideration the American business man's experience before
other bureaus and commissions and under the laws now in force, must of its very
nature be surrounded and engulfed by red tape, restrictions, uncertainty, confusion
and hampering, needless expense, loss of time and loss of business, and business
precariousness of every sort and description, and it is bound to inevitably lead to
endless confusion, inconvenience, deception, the betrayal of biisino.q and itrado
secrets and resultant dissatisaction, bitterneA, privation, and lo-.q

The commission will act as a court. As such, of cou rn it would exercise its inherent
right, and is directed so to do in the bill, to surround itself and hedge itself in with
its own rules and methods of procedure, involving, undoubtedly, the necessity of
petitioners appearing before it, either in person or by counsel, extensive, more or less
complicated, and perhaps costly hearings, deliberations, and possibly profuse, complex
and clashing-with regard to the decisions of other bureaus-decisions to say nothing
of the delay and probably ineptitude and needlessness and impracticability of the
decision, when finally rendered, because of change of trade conditions, and other
things. This, too, in face of the real necessityof the hour, in order to prevent industrial
and economic distress and breakdown in this country for laws which will simplify,
clarify, unravel, and condense, not laws which will still further complicate, bewilder,
strangle, and harass the American business man.

The practical effect of the establishment of this embargo and licensing commission
will be to greatly discourage and, to a very great degree, actually prohibit any impor-
tations and compi titions. fn fact, that is the real purpose of these provisions.

4. It would seem quite apparent that in the very nature of things this proposed
dye-licensing commission will have to play favorites. That Is to say, it wil/have to
favor the domestic dye industry at the expense of all other industries. It will have
to unduly favor individual dye manufacturers. Whatever the intention and ideas
and motives of its projectors, it can not well avoid doing this because of the charac-
ter of its duties. Besides, it is common knowledge that all such commissions are
run and dominated by one man or set of men, or certain influences behind a set of
men) with a fixed policy which often has a controlling, selfish, narrow, biased, or
egotistical stimulus. It is admittedly impossible to obtain for other business inter-
eats an equal voice and representation before such commission, or, even when repre.
sented, a complete and unbiased presentation of their particular business interests
and business requirements and with which they are most vitally concerned. The
domestic dye manufacturers will be always fully represented, and the commission
therefore must resort in the majority of instances-perhaps in all-to favoring the
dye manufacturers and special members 'her, of at the expense of other interests, or
at leawt appearing to do so, and this must'cause business losses and business incon-
ve-,lence and harm and eventually result in the bitterest dissatifaction and resultant
grudges and reprisals, causing the commission to be regarded in this particular corner
of the business world, whether justly or not, as a vent for petty spites and prejudices
and as the vehicle for the exercise of business tyranny of various kinds.

It must be remembered that the offices and duties of this commission are clearly
discretionary and are not mandatory (as contended for by some of its exponents).

The very language of the bill and the purpose of the creation of the commission
show this. The construction of such words as "reasonable," "efficient," "sub.
stantial," etc., must be and is entirely discretionary, and yet probably the ordinary
business men could not agree on their real meaning as applied to particular instances.

To say that the commission can be successfully mandamused is nonsense. A
commission of this sort is necessarily discretionary in making and carrying out its
edicts, because, if otherwise, the question at once arises, why the necessity for the
establishment of the commission at all? The only true ministerial commission is a
straight, up and down, out and out, clean-cut tariff measure, which, in its operation
and application, knows no particular interest or set of men, plays no favorites, works
automatically and equitably, and which everybody affected thereby knows about
and understands, can make business plans in accordance therewith without the
necessity of appearing t before a commission composed of a body of human, fallible
men, which, after hearing and deliberation, decide whether or not it will place a
product in class A or class B, or retain it in either of these two classes.

5. Whatever the purpose, avowed or real, for the establishment of this Dye Licensing
Commission, its effect must inevitably be to encourage and foster monopoly in the
domestic dyomanufacturing industry. Itaffordsevery facility and inducement tothis
end. It is class Ia on of themost vicious kind, with the sure effect,whether so pur-
posed and acknowledged or not, of selecting and favoring and abnormally shielding and
Faropering one class of business at the expense of and to the detriment ofother classes.
tis uselees for its promoters and propone;its to deny this, as any good, experienced
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business man, by a careful analysis of such a commission's practical workings, can
hardly fail to satisfactorily demonstrate. It is the inevitable result of the creation
and required methods of the commission, its very essence, so to speak. In fact. the
spokesman of the real advocates of this bill practically admits this truth. We have
heard much of the arrogancy, the greed, the ruthlessness, and the grasping selfishness
of the German, but those are more than equaled. and that in the most open and un-
blushing way. when we recall the testimony of Mr. Ironco du Pont who appeared as
an advocate of this bill. He frankly stated that this bill is an embargo on foreign
importations, that it is so intended, that two years duration is not long enough, that it
should be 10 years, that, if he can have his way, it will be 10 years, and that the
domestic dye manufacturer should be made exempt from the operation of the Sherman
Anti-Trust Law (pages 161 to 167, hearings before Committee on Finance, 1919 and
1920). Surely this is the pinnacle of class feeling and class legislation.

This commisdon, if established, while acting as a restraint and a thorn in the side
of the large manufacturer, will undoubtedly be a great hindrance and a decided
menace to the very existence and business survival of the small manufacturer and the
business man of little wealth and influence. It will stifle initiative, individuality
and enterprise. It will serve to put a premium upon slothfulness, carelessness, indif-
ference, corruption, wire-pulling, political deals, shoddy goods, unfair trade prac-
tices, bribery, incompleteness, lack of skill, poor workmanship and furnishing of sub.
stitutes, all tending toward trade repressing and depression, strangulation, contrac-
tion and cessation, in which, of course, the immediate business and industry con-
cerned will suffer first, and the public be the final and largest loser.

6. The establishment of such a commission as this is an absolutely new untried
venture in normal, peace time, American business and industrial life. It is an
innovation, undesimble, experimental, uncalled for, hazardous and fraught with
much peril both intrinsically and as a precedent. This commission, if created, makes
the be-ginning of an entirely new order of things in the American business world, the
significance of which is far-reaching, and the importance of which, in its possible and
potential results, can hardly be underestimated. And this without any real need
therefor having been shown.

The query at once arises if a commission for coal-tar products, why not a commission
for textiles, a commission for potash, a commission for manganese ore, a commission for
porcelain, a commission for wool, a commission for one and ten thousand other things,
which are imported into this country, or which could be imported into this country,
and which, undoubtedly, as necessties should be allowed to be imported into this
country, under certain conditions, with the American manufacturer properly protected
by a tariff.

A specious argument in favor of the establishment of thi dye-licensing commission
has been advanced based upon the English licensing system. But widely differing
and qualifying conditions in that free-trade country and ours, as has been shown and
explained and are well known and understood, prevent any real analogy, and careful
analysis of such argument completely destroys its cogency and applicability.

The truth of the matter seems to be that the establishment of commissions such as
this is only justified (if justifiable at all) in war times or some such national crisis. In
normal times they should be distinctly frowned upon and avoided. At the present
time no sound excuses and reasons can be given for the setting up of such a com-
mission.

7. It would be palpably unfair to American textile and other business interests,
dye users, to establish a licensing commission to hold arbitrary sway over the importa-
tion of needed dyes, not manufactured here, and at the same time permit without
restriction, scrutiny, or limitation (other than a tariff) the importation of foreign
manufactured textiles and other goods, dyed with these very dyes sought by the
American manufacturer but denied him by the commission. The prohibited dyes
would be brought in in the shape of dyed goods, and the purpose of the act defeated
but at the expense of the American textile man. In many instances the American
manufacturer only after years of arduous effort has succeeded in supplanting foreign.
made goods by those of domestic make. lie has only succeeded In doing this because

,he has educated the public, by a tedious process, to the fact that the domestic article
is just as good as the foreign one. If the American manufacturer can no longer obtain
the fast and brilliant dyes the delicate and the varying shades and tints, his wares
are not as good or as desirable or as attractive as those of the foreigner who is allowed
to compete with him in the home market subject only to tariff duties. The public
will gradually, perhaps rapidly in some cases, become aware of thIs fact. Away goes
the domestic market for the domestic manufacturer. The work of years is undone
in a very brief time. Once lost, even when he is gain afforded the opportunity to
get dyes, and all the dyes, just as good as the foreigner has access to, it will take the
American manufacturer many years to regain his 'oot hold in the domestic market.
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Again, a very strong reason for opposition to the establishment of this propol

embargo and dye-licensing commission is the undoubted fact that it would prove a
grave impediment to the expansion of our export trade.

American textile interests, as we all know, have for a long time been seeking to
break into foreign markets. The recent war gave them their much-sought oppor-
tunity and they were making some headway in this direction.

For instance, the hosiery people in 1919 exported over 120,000,000 dozen pairs of
stockings and socks, valued at over $40.000,000, to Belgium, Norway, Denmark,
Sweden, France. Greece, Turkey, Italy, England, Canada, Mexico, Argentina, and
other South American countries.

In order to gain headway in, or even hold, this market, it is of vital importance to
them that they have here, the place of manufacture, a free, open, equaL facility to
obtain In the public market the best dyes of every possible shade, hue, grade, and
description, absolutely fast to light, water, bleaching, and washing.

If they are unable to do this-if this facility is taken away from them-they will be
obliged to turn out inferior qualities of goods, their foreign competitors will outstrip
them, and they will lose their foreign markets; and, in addition, with shoddy and
inferior goods, dyed with poor and fugitive dyes, will be utterly unable to hold the
domestic market against the importations of foreign-made goods dyed with the best
and fast dyes.

It would seem quite obvious that this proposed embargo and dye-licensing com-
mission would deprive them of this equal chance and facility, or at least render the
obtaining of these required dyes so haFardous and cumbersome and expensive as to
fatally handicap those textile people in their endeavors to obtain and retain foreign
markets for their prod unions.

The textile people are erfectly willing to attempt to retain and build up a foreign
market for their wares with a high and lberal tariff on all dye importations in order
to adequately foster and protect the American dye-manufacturing industry; but to
ask them in addition to this to endure an embargo and dye-licensing commission they
believe is gin a step too far and making the burden too great for them, needlessly,
discriminatingly, and invidiously.

9. As plainly evidenced by the demoralized conditions of our foreign exchange and
the statements of our international bankers, a geat economic problem now confronts
the United States because of the changed conditions brought about by the war. Not
as the result of our own wish or purpose, but because of forces outside of and greater
than ourselves, we have become a world power, with our interests to an unprecedented
degree intertwined with those of other nations. We can no longer take a narrow and
isolated position and assume to view the affairs and happenings of the world from afar.
We are part and parcel of the whole great world, and economically and industrially
a very great part. In this corresponding degree, therefore, we must realize that the
welfare of the world is bound together, and that which adversely affects one nation
affects all.

From a debtor nation we have changed in a very few years to a great creditor nation.
Our national policy must, therefore, likewise change. We can not hope to ever secure
the return of our huge credits except at least to a degree, by encourage trade from
and with our debtor nations. Asa creditor nation we have a deep interest in promoting
the prosperity and enlarging the earning capacity of those nations which owe us money
in order that they may enjoy at least dicult prosperity to enable them to pay us
principal and interest. Foreign trade is essentially an exchange of commodities.
One nation can not continue to sell to another without reciprocally buying from it.
Continued sales without corresponding purchases would in time withdraw all the gold
from the purchasing country, so that it must cease to be a purchaser and in time
national bankruptcy would ensue. Long-time credit merely means that the debtor
nation has a longer period in which to pay the creditor nation in goods.

Germany, as well as France and England, are now debtor nations to us.
The question at once arises, If we are not going to allow them to discharge their

debts to us by selling us something we require here and don't make here ourselves,
where then are we going to begin? If we don't take from them the dyes and chem-
icals we must and should have and which we have not yet learned to make ourselves,
what articles of commerce do we intend to permit them to import, and how are we
ever going to have our tremendous indebtedness liquidated?

How are we going to stimulate and preserve our export trade in the goods we do
manufacture if we do not allow foreign nations to establish credit with us by send-
ing and selling us certain articles which they make and we do not?

10. Finally, these provisions, if enacted into law, would plainly go contrary to
the sound economic trend of the times and put the Government back into businessagain. Every posible effort is now being made toget business back to a private
basis and out of the hands and direct control of the Government. Everyone is sick
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and tired of this costly experiment made during the war. America has had enough
of it-at least for the time being. These provisions of embargo and a licensing com-
mission, if they became a law, would necessitate the establishment of a separate
governmental bureau for the purpose of having hearings and appearances, making
edicts, promulgting rules, issuing and scrutinizing orders, establishing and pub.
lishing lists, and overseeing and keeping in touch With this particular industry in
general.

With its necessary and accompanying system of checks and balances, comparisons
and corrections, verifications and follow-ups, statements and affidavits, petitions ana
permits, regulations and rules, and what not else which would be required, it would
put the Government back into business with a rush.

One of two things is sure, if embargo and licensing commission became the law in
the dye manufacturing business, in its practical enforcement, it would either be a
screaming farce and add to the general contempt of Government bureaus and agen-
cies, or else. if taken seriously and honestly and carefully administered, would become
a burden to and a thorn in the side of the ordinary business man, a user and con-
sumer of dyes.

We have already too many laws upon our statute books, and need no more of them.
We plead with our legislators to enact no more such laws. There is already in this
country too much contempt and too great indifference to what are regarded, whether
justly or not, as useless and unduly restrictive and harrassing laws.

Probably the most demoralizing and dangerous thing in this country to-day is the
daily spectacle of law-evading persons becoming wealthy and prosperous with full
immunity from the law, while the ordinary, honest, decent citizen can hardly get
along and pay his taxes. The other day it developed in Philadelphia that a saloon
keeper in the outskirts of the city, whose license had been revoked many months ago,
had become so wealthy that within the last six months he had purchased outright
some 60 properties ana 2 automobiles. And he has not even been changed with a
crime. Iculd mention many more such examples, for they are by no means isolated,
as many of us know.

We want no more such laws-for the good of our entire country. These provisions,
if attempted to be legalized, are rife with danger, because of their burdensomeness
and impracticability.

By enacting such laws you merely serve the purpose of bringing law in general
into disrepute; you make all laws and enforcement of law a laughing stock; and
history shows that when these things occur chaos and debacle ensue.

The great need of the country to-day is for some legislation such as can be readily
understood and obeyed and is practical of enforcement. If a continuance is made of
passing unusual and freak legislation, one of two things seems likely to happen-
you will either impoverish and almost drive crazy the honest portion of the people who
try to fathom and obey the laws, or else there is going to be a saturnalia of law evasion
and crime, such as the country ne-eer knew before.

I. Just at the present time the country is in the throes of a business and financial
depression. Many people are suffering extremely hard times, and much unemploy-
ment exists. Every effort is being made to bring down wages and other costs of
production, so that industry may etrt up again from a stable, firm, secure basis.

In line with this condition of affairs the President of the United"States found it
necessary the other day to deliver a personal message to Congress to the effect that the
financial condition of the country would not at least at the present time, permit of
bonus legislation for the men who fought in the late war.

If embargo and dye licensing are enacted into law, which confessedly will benefit a
comparatively small and select class of men at the expense of the rest of the country-
a class and a special industry which everybody knows made extraordinarily largo
profits during the period of the war-how can we square such action with those other
efforts of the Government and of the country as a whole to bring all classes back to a
solid foundation of thrift, economy, application, and unselfish striving? Would such
an action be consistent, and could it be justified?

PRACTICAL WORKINGS OF THE DYE-EMBARGO AND DYE-LICENSING COMMISSION IF
ENACTED INTO LAW.

The language of the bill is (or was).
"The United States Tariff Commission shall, as soon as may be, proceed to a determi-

nation of the products which, under the foregoing definitions, are included in class A,
and publish a list thereof. This list shall be revised as and whenever said commission
may deem necessary," etc.

And, "No product while included in class A shall be delivered froni
customs custody in the United States, or in any of its possessions." etc.
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Rence the policy governing and swaying the commission-the very fundamentalidea of Its existence, as a dye commission, the preconceived and firmly establishednotion and predominating thought in the minds of the commissioners compsing it,will be that it is established for the purpose of preventing importation of coal-tarproducts into the United States.Based upon this primary purpose of the bill itself, this dye licensing commissionwill necessarily be controlled by a fixed policy of hostility and opposition towardanyone appearing before it for the purple of removing dyes from class A, the in-hibited list. and of securing a permit or license to import supposedly necessary dyesnot made here. Its whole attitude toward textile interests will be very decidedlythat of the gentleman from Missouri.By the very terms of its existence, doubtless by all its rulings and decisions, themethods of procedure before it. which it will prescribe, and which, of course, will beMore or less complicated, and must be vexatious, oppressive, embarassing and un-certain to the honest and truthful petitioner appearing before it, this commission, inthe very nature of-its creation and surroundings, must act and proceed upon thepress mPtion that no importations of coal-tar products are necessary or should be al-

In order to overcome this presumption and secure a permit or license from thecommission for importations of coal-tar products, placed at a disadvantage as he mustbe by whatever rules of procedure, harassing and complex, the commission maypromulgate, (as is its inherent, self-governing right, and as it is directed and author.ized by the bill itself to do) any petitioner to remove a product from class A and obtaina license to import must, by the rule of burden of proof, produce an overwhelming,predominating and preponderating mass and weight of evidence and proof sufficientto move the minds of the commissioners out of their accustomed grooves ana convincetheir reason of the necessity for the removal and issuance of the asked for license.This will be no easy task. In many, if not most cases, the difficulties will appearpretty nearly insuperable to the average mill man.Thus, the commission, sitting as judge, jury, and prosecuting aweighs, and deliberates upon the evidence, for any length of time it de ney,eary,and continues, postpones, and concludes hearings, reopens hearings, rehearse evidencedecision. testimony, asks for briefs to be filed, etc., and then at last gives aIt is true that the bill says "Thereupon the commission shall make its determina.tion without delay."But what does this mean? Nothing at all. It is a pure surplusage-" bunk " inthe lanTiage of the street. For who shall determine what is delay. " or how long is a-esor le time? Why the commission, of course. Its members could be heldaccountable only for a very obvious or violent abuse of the taking of sufficient time tofully consider the evidence and the entering of a decision. And, in case of such abuse,who could undertake to hold the commimon accountable? Certainly not the textileman. lie has troubles enough of his own in his ordinar' business relations, andProbably long before the dcision, if delayed, came out, he had given up all ideas andopes or ever getting h desired d ves, if, indeed, they would be of any use to him then,should he happily receive permission to try to obtain them.Based upon the past experiences of the millmen. the leather manufacturers, andothers, in trng to secure licenses from the War Trade Board, and applying theseexperiences to the language of the present bill, the entire period elapsing from thefiling of the application to the granting of the permit, in any case where there would beany oppoition whatever from the dye mimifacturers (and we can take it for grantedtat there would be such opposition in the vast majority of cses, and strenuous andprolonged opposition in many cases) would be not less than three months, and oftenlonger. Certainly this is a sufficient length of time to make any textile manufacturerhesitate, become dubious, and look longingly at any spurious or inferior dyes in thedomestic market, debating whether or not he can work them off on a credulous publicand thereby save himself the certain loss of time, money, patience, and energy causeby a contest before the commission *And this is the very purpose of the bill and what Mr. du Pont meant when hetestified before this committee a y'ear and three-quarters ago that "To call this bill alicensing bill is a misnomer, It is substantially an embargo and is so intended."For, it must be remembered, that even after all this lapseof time in securing.thepermit this uncertainty, this trouble, and expenditure of time and money andprobable deferring of business plans if thetextile man is lucky enough to et a lavorable decision, he has still to get his dyes, which will probably take two or three weeks
longer.

Thebill provides that class A "shall comprise all of such products which are obtain-able in the United States on reasonable terms as to quality, price, and delivery."
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It then proceeds togive alleged definitions of what arc reasonable terms as to quality,
price, and delivery. But these are necessarily most indefinite, vague, unsatisfactory,
inclusive and susceptible of many and differing interpretations. The free use of the
terms "substantially," "considering always the purpose," "sufficient to insure the
maintenance," "an efficient plant," "substantial commercial scale," reasonablee
time," "suilfcient to supply,' etc., all go to show that everything really is left to
the judgment and discretion of the commission.

The commission determines all these things. The responsibility is wholly the
commission's, and no outside reasonable person presenting facts in favor of excludinga
product from class A and granting a permit to import may be heard; under the terms
of the bill, the commission is not bound thereby, and may believe slight evidence
to the contrary, give the benefit of the doubt to the dye manufacturer, and decide
against exclusion and the issuing of the license, and do so without any risk of being
legally held arbitrary or despotic.

orom such a decision there is absolutely no appeal or any chance of reversal or
redress whatever, however injured the textile man may consider himself and his
business to be thereby.

This is not said with the idea of casting any reflection thereby on the integrity of the
commission, since the commissioners may act in perfect good laith, with a full desire
to fulfill their duties, and still, in the natural, regular legitimate workings of the
commission, the textile supplicant for dye clemency may suffer the grossest injury
without any just ground for charges against the commission of negligence, indiffer-
ence, bias, or malign influence.

Aside from this, too, the necessity, in any action, application, or petition before the
commission, for the betrayal and disclosure of trade secrets business plans, and
campaigns on the part of textile men which will serve to enlighten and benefit their
business rivals will probably be such as to act as a great deterrent-in fact, almost a
prohibition-to any sensible, careful, prudent business man appearing before the
commission in this capacity, except as a final resort to save his business from im-
pending disaster and collape and where he can no longer stave off the inevitable.
Likewise, all these provisions of the bill are predicated upon the. requirement and
supposition that every business man is able and has sufficient business acumen and
mental agility to read business signs and omens aright and with unerring infallibility
many months in advance.
. In many instances this is not possible, especially with the smaller mills that follow
the larger ones in style and finish.

On the other hand, the domestic dye manufacturing interests are perpetually and
fully represented in all their rights and equities before the commission. They have
merely to sit tight and put the entire burden on the millmen, the consumer, and
the user.

In viewof all these circumstances, facts, and conditions, can it be doubted for one
moment that, neither in its attitude nor in its practical operation, is it possible for this
proposed dye licensing commission to be perfectly fair, neutral, equitable, or impartial
to the users and consumers of dyes and coal-tar products?

Can it then be successfully contended that the conception of this scheme of pro.
tection is just, proper, economic, sound, satisfactory, or Amencan?

Can it be properly termed, therefore, other than class legislation of the most flagrant
sort, and an unlawul, bold, arrogant, and pernicious attempt, under cover of various
excuses, including patriotism, to bestow special privilege and overwhelming benefit
and advantage upon one small, select, exclusive manufacturing interest at the expense
of, and to the ,ery decided detriment and hindrance of, ail other manufacturing,
industrial, and business interests, and of the general public?

LETTERS OF PROTEST.

W. J. BUDOELL &*SO1S (INC.),
Pwbcody, Mass., July 28, 1921.

Hon. Boms PENPOsE,
Chairman Senate .Finance Committee, l|ishington, D. C.

DEAR SIR: During the past two years when the tariff on coal-tar dyestuffs has been
considered in Washington we have, in a modest way from time to time, made proteists
against anything like license and embargo for foreign dyes. It was certainly very
gratifying to us that the House of Representatives eliminated from the bill everything
pertaining to license and embargo.

We understand, however, that the large American dyestuff manufacturers are
endeavoring to have the Senate put this objectionable feature back into the bill,
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and we feel that we must write again in protest of this, asall users of dyestuffs would be
seriously handicapped if their interests are jeopardized by such drastic legislation.

As regards the duty that will finally be selected to give the domestic dye manufac-
turer adequate protection, to which he is entitled we trust the same will not only be
fair to them but to all users of dyestuffs as well. Leather goods are constantl coming
into this country with foreign dyes in them, such dyes being undoubtedly so d abroad
at competitive prices and our goc0.s are made up into various articles by people who
we sell and who are in compezil ior with foreign manufacturers of leather goods in
this country as well as othe countries. It would therefore seem that while adequate
protection to the American manufacturer is the proper thing to do, this protection
should not be made so high that it would jeopardize the business as conducted by all
concerns who use dyestuffs in their products for the above:mentioned reasons.

Yours, very truly, FRANK W. BUDELL.

GLEASONDALE, MASS.The CHAIRMAN/ FINANCE. COMIHTIrEE,
United States Senate, Washington, D. C.

HONORABLE Sin: We briefly call attention to the dve3tuff schedule of tariff bill,
now being discussed at public hearings before your honorable board, voicing our
protest against the embargo and license, American valuation and specific rate clauses.

It is necessary for the American manufacturer of textiles to be sble to secure dye-
stuffs of fastness, uniformity and in sufficient quantities to compete in the world
markets and to incorporate in our tariff bill the above mentioned clauses, in ouropinion,
and certainly in our particular branch would bo a detriment to our industry.Respectfully, yours,

GLEASONDALE 
WOOLEN MILLS,

CHARLES E. ROBERTS, Treasurer

Mr. GEORUE D)EIImIo, PHILADELPHIA, PA., July 27, 1921

National Association Hosiery and Underwear Mantsfaclurers,
hiladeiphia, Pa.

DEAR SIR: If you have an opportunity to act as spokesman for the dye consumers,
you may please say, for us that we favor legislation protecting the American industry
to an extent that will permit its complete development in all lines and at prices which
will not place an undue burden upon the consumer.

We consider that the embargo would be unjust to the consumer and not necessary
to the proper development of the manufacture of dyes. and that the well-tried princi-
ples of protective tariff can be applied so as to develop home industries and at the
same time prevent an extortionate monopoly.

Yours, very truly, C. H. MASLAND & SONS (INC.),

C. W. MASLAND.

Hon. BolEs PENROSE, *BAST PEPPERELL, MASS., July 29, 1921.

Chairman Finance Committee, United States Senate.
DEAR Sin: We trust that the embargo clause of the chemical and dye section of

H. R. 7456 which was recently rejected by vote of the House will not be placed in this
bill a ain by your committee. Any embargo or license would be injurious to the
public and very disastrous to the consumer of dyestuffs.

We believe this country is entitled to receive the best and fastest colorings. An
embargo on dyestuffs would prevent this and tend to create a monopoly.

The duty on dyes we understand to be 7 cents per pound and 35 per cent ad valorem,
or an increase of about 280 per cent over the duty in force prior to the war. We con-
sider this ample protection for the domestic industry.

Yours, very truly, PEPPERELL CARD & PAPER Co.,

RAiNSFORD DEWARE.
President and Treasurer.
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PHILADELPHIA, August 1, 194.
Mr. 0. 13. CARTER,

Secretary National Hosiery and Underwtear Manufacturers' Association,
Phi ladphia.

DEAR SIR: We beg to advise that we are heartily in favor of your movement to
::aove unnecessary and hampering restrictions which are at present binding textile

manufacturers in the importation of dyestuffs where no satisfactory substitute is
furnished by American chemical houses. This is particularly the case in connection
with indanthrene colors.

Trusting you may be successful in your efforts, we are,
Very truly, yours, JACOB MILLRINK & C.

PHILADELPHIA, PA., July 28, 1921.Mr. GEOROS DEUMINo,

National Association of Hosiery and Underwear Manufacturers,
Phila&lphia, Pa.

DEAR SIR: We understand the tariff bill is to come up before the Senate on Friday.
We wish to make a strong protest sainst the embargo feature of dyestuff section.
We do not care how high the tariff is made, just so, that when necessary, we can
obtain foreign dyes in a hurry. Under the present licensing system we are subjected
to a delay of from four to six months and often the demand has temporarily fallen off
when they do arrive. * We have i concrete example. Last year we obtaified license
from the War Trade Board, early in June, for the import of about $22,500 worth of for-
eign dyes. These did not arrive until the end of November. In the meantime the
demand had fallen off, and we still have this amount on hand.

Wherever possible we use American dyes and have found them very satisfactory.
but they do not cover the whole range, and until they do it is suicidal to talk embargo.

Trusting you will give this your earnest attention and influence, we beg to remain,Yours, very truly, SAUQUOIT SILK MANUFACTURING CO.,
11. W. INSKEIP, Superintendent.

PHILADELPHIA, PA., July 27, 1921.
Mr. GEoRo DEMiING,

National Association of Hosiery-and Underwear Manufacturers,
Philadelphia, Pa.

DEAR SIR: We are very much opposed to the proposed dyestuff licensing and erm.
bargo section of the permanent tariff bill and hope that the removal of same from the
bill by the House will be sustained by the Senate.

Protection is surely needed by all industries, including the American manufacturers
of dyestuffs, and, in our opinion, that protection should be in the form of tariff rates.
To place an absolute embargo on a necessary dyestuff is to give the domestic manu-
facturer of that color an advantage which, in some cases, would be paramount to a
monopoly.

A short time ago we endeavored to secure an import license for some patent blue,
of which color we are very large users. Such a permit was refused by the War Trade
Board and we were referred to certain firms which when applied to answered that they
did not have any substitute for the color we were endeavoring to Fecure. In fact,
as far as we know, the National Aniline & Chemical Co., is the only domestic concern
making patent blue and their price, we believe, atpresent is $5 per pound. German
patent bu, of equal strength can be purchased in Canada for $1.41 per pound.

At the present time there is a limited amountof Swiss patent blue available, but as
this is also on the embargo list it would not be available after the present supply is
consumed, unless the embargo is removed. With the Swiss, German, and al other
patent blues removed from the market it is not likely that domestic manufacturers
of this color would reduce their prices.

At this time, when the demand for lower price is so insistent and when manufar.
turers are striving to lower their cost in every way, they are confronted with the
embargo and licensing idea, which if passed Wi!l make an additional burden of an
unnecessarily high dyestuff cost.

Very truly, your, PENNSYLVANIA AXMINSTER CARPET CORPORATION,

H. WICKERMAN, Vice President.
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JOSEFH GREEn (INc.),

Mr. GEORGE I)iMINo, Ffanifod, Philaddphda, July 8, 19..

Care National Assoiation of Hosiery and Under'ear Manufacturers,
Philadelphia, Pa.

DEAR SIR: According to our experience, any system controlling the imports of
dyestuffs is most damaging to our business. We had an experience, not long ago,
where we turned out several thousand pieces of a particular shade, with domestic
colors, simply because we could not wait to get imported colors. The domestic
product was not fast; it faded very badly, and we had to make substantial allowances
to all our customers. Not only did we lose money that was paid for the allowances,
but the reputation of our goods also suffered materially. Had the imported colors
been available, and could we have used those which we knew by experience to he
satisfackry. this trouble would never have occurred. Since then, we are forced to
import, and now that the colors are here, we have no business, only a stock of high.
priced dyestuffs, It is impossible for us, or any other manufacturer, to look ah Ld
and decide wbat colors and what quantities of those colors, we will need.

Possibly were we running on staple colors exclusively it might le easier, but we
feel our troubles as manufacturers are more than sufficient those times without the
added burden of worrying about our supply of dye stuffs, simply because they ate
not freely available. Our buyers all demand cheaper fabrics and lower prices, but
the dyestuffs have not come down in the same degree. We believe that the question
of dyestuffs is a very sore spot with mo3t manufacturers.

Yours, very truly, . JOSEPH J. GREER, Pridfnt.

PHILADELPIIUA, PA., July 28, 1921.Mr. Ul .oor. Djmmm.o,
National Association of Hosiery and Underiiiar Manufacturers,

Philaddphia, Pa.
DEAR SIR: We use, from time to time, cosine, which is made in Germany. This

we have imported on the authority of an import license. We have found no oomostie
product which answers our purpose at all.

We also find it necessary to import crystal violet highly concentrated, which is
used for certain copy-ing, duplicator, hectogrph, and rapid roller process typewriter
ribbons, as the best domestic crystal violet article made which we have been able to
obtain is no more than half strength and will not produce the required results. In
other words, high-grade typewriter ribbons can not be made from domestic colors as
now produced.

It is impossible for us to estimate the amount of this product we %ill need in a
given time; consequently when we apply for an import license for a six months' sup-
pl it 'ust be largely by guess, and we either import more than we need or not enough.

, e & lieve in tariff rates which protect the American manufacturers of dyestuff,
but most assuredly do not approve of a license and embargo system which is such
a handicap to all users of colors.

Yours, very truly, U. . TYPEWRITER RIBBn MANUFACTURING CO.,

CIHAS. R. PALMER.

ir. GE. Dpistiso, PHILADELPHIA, PA., July 2#, 191.

NVational Association of Jiosiery and Underwear Manufacturers,
Phi adelpia, Pa.

DEAR SIR: We are manufacturers of cotton pile fabrics which are used for portirs,
and for which it is necessary to have the highest possible degree of light fastness, at a
dyeing cost not too high in comparison with the cost of the goods.

We have therefore picked out certain direct colors which are quite satisfactory in
this regard. We are using all the domestic colors which are god enough for the
above purpose, but we have to use a number of imported Swiss colors in order to com-
plete our color line. If the proposed embargo and licensing system is made a part
of the permanent tariff bill it will either be impossible for us to obtain these Swiss
colors, or to obtain them only by affidavit or license.
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Even if importation of all these Swiss colors should be permitted, the length of time
necessary to import would make it necessary for us to carry an enormous stock in
order to meet the demand for the different shades, which demand is impossible to
foresee. For instance, if a large stock of dyestuff was not carried, we might have a
demand for a shade on which was used a Swiss and a domestic color. Before the
Swiss color could :e imported the order would be canceled. In this way the use of
domestic colors will be restricted by the lack of the foreign colors with which they
are used.

To carry such a large stock of the foreign dyestuff as would be necessary in our case,
would be, in our opinion, a most unjust burden.

We are strongly opposed, therefore, to a dyestuff embargo and licensing system,
and believe that the necessary protection for the American manufacturer of dyestuff
can be given by means of the tariff rates of the permanent tariff bill. We would then
be able to buy colors as we needed them.Yours, truly,B AMERICAN PILE FABRIC Co.,

J. A. SoMwEr, Sftrdary.

PHILADELPHIA, PA., July 27, 1921.Mr. GEonoE Di~M.I,,,
National Association of Hfosiery and Uinderwear Manufaturers,

Philadelphia, Pa.
DEAR Sin: We are very glad to note that the blouse of Representatives took out the

license feature from the tariff bill they passed last week, and trust that it will not be
reinserted by the Senate.

Our business caters to the spiiners o~fast color yarns for men's wear and sweaters, and
we are frequently embarrassed by our inability to supply the novelty effects in fast
colors, which our customers require to compete with imported fabrics.

With much trouble and delay we managed to borrow the imported fast colors re-
quired to produce certain shades, but we do not like to see our business depend on
mere luck. We have also placed orders for the importation of certain dyestuffs, but.
we shall have to wait six or eight weeks for them, and when they reach us the demand
for the shades in which we expected to use them may have disappeared, while there
may be an insistent demand for other shades which we can not dye for lack of the
necessary fast colors.

Since the war the availability of Swiss dyestuffs has been a very important factor
in our business, but as we understand, these are now to be placed under the same
restrictions as the German colors, we shall then be in a worse position to accomincxoatp
our customers than we were during the war.

Yours, very truly, JANERo DYE WORK.

JoHN LINTON.

FRANKFORD, PHILADELPHIA, July 27, 1921.Mr. GEO. DitMiN,',
Care National Association of Hosiery and Underwear Manufacturers,

Philadelphia, Pa.
DEAR Sin: Replying to your suggestion would say that we are dyers of cotton

yarns and warps for the trade. We-do not know from day to day what orders will be
received or what colors will be needed for our customers, which number upward of
200 cover various lines of materials. The demand to-day is for fast colors, and the
trade wants these at lower prices than we have had in the past. We are, of necessity,
compelled to import many of these fast colors, and the restrictions and delays give us
more trouble than anything else. Prices are high, and we are afraid to order in quan-
tity, and it is almost impossible to give our trade the service to which they have been
accustomed. Often the demand has changed before a needed foreign color is received.
The only way for a job dyer to do satisfactory business, both to himself and his custom-
ers, is to be able to draw any color which he may need from stock on short notice.

We thoroughly believe in a protective tariff and feel that the dye manufacturers
will have ample protection in that manner. In our opinion, the dyestuff market is
still on a speculative basis and the only thing that will bring it back to earth is
competition.

The Swiss manufacturers have been helping us out with supplies of certain colors
which were not made here, but the embargo and license restrictions wil I exclude
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them the same as all other foreign dyes. This would, therefore, really make the
situation worse than It is at present.

Yours, very truly, own Dz WORKS CO.,

By DANIEL A. GREENWOOD,
President.

FOLWELL BROS. & Co. (INo.),

Mr. GEORGE DEzmiNO, Philadelphia, Pa. Philadephia. June 20,1921.

DEAR MR. DEMmINO: Your letter received. From the best information that I
have had I looked upon the Longworth bill as simply a protective tariff on dyestuffs
and chemicals which would allow oar manufacturer here tc mr,ke dyestuffs in com.
petition with any other country. This is certainly what we ought to have, as this
country has all the raw materials to manufacture dyes.

My idea of a protective tariff is a tariff that will protect and give encouragement
to make the goods in this country and let competition among the different dye manu.
facturers bring prices down to a reasonable basis. Protective tariffs in the past have
done this and have been the means of bringing prices down much lower in the end
than they could be imported for.

I do not want to see any absolute prohibitive measures passed, and if I an, wrong
in supporting the Longworth bill I would be only too happy to be corrected, as I donot believe in monopolies, but a tariff sufficient to encourage domestic manufac.
tureis, and trust to competition to bring down prices to their proper basis.

I have no objection to you using this letter, for if I have indorsed any proposition
different from the above I want to be corrected.

Truly, yours, N. T. FOLWELL, President.

Mr. GOPHILADELPHIA, PA., July 25, 1921.Mr. GEORGE- DEmmiSO,
Cu'e National Association of Hosiery and Underwear Manufacturers,

Philadelphia.
DEAR Si: Replying to your inquiry, would say that for the high-grade men's wear

which we dye, as well as for other fast-color yarn, it is absolutely necessary to have a
number of imported colors. Many we have been able to get on a license, but on
others the license was refused. The trade that we supply demands and must have
colors as fast and as level dyeing as any to be found on imported cloths and must have
them also at about the same price levels. We have found the license system most
objectionable and detrimental to our business. tIowever, the absolute necessity of
these dyes forces us to put up with the delays and other inconveniences, even at the
expense of losing some customers.

One of the great objections we find is that the license system compels us to keep
large stocks of expensive imported colors on hand so we can at least make an effort
to meet all demands upon us. Our present imported stock, which is not nearly
adequate represents an inve lment of $40,000 which is four times as much in value
as our whole prewar stock of all colors, and when to these imported colors we add
the value of our stock of domestic dyes at the tremendous increase over prewar
figures our total stock reaches an appalling figure. Our trade is cutting costs in all
directions in order to meet the foreign competition and they naturally demand c,'r-
responding reductions in the cost of dyeing prices which we find impossible largely
because of the high prices of dyestuffs. In our dyeing we have to meet all competi.
tion both foreign and domestic, and we think it is about time the dyestuff makers
should meet some, too.

They have had six years of high prices and license and now ought to be able to
stand alone.

Yours, very truly, IILToN DYEING Co.,

JAMES IIULTOV, Jr.

Hon. BOEs. PENROSE, PHILADELPHIA, PA., August f, 1921.

Chairman Finance Committee, United States Senate.
DEAR SENATOR: Referring to the proposed enactment of the new tariff bill, and

as proposed by some, we would state that we are opposed to continuing the licensing
and embargo feature so far as dyestuffs are concerned.
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Our experience is that the time consumed, expense incurred, and uncertainty of
procuring colors when we are in immediate need of them makes this feature of the
dyestuffs part of the bill objectionable,Yours, truly, JOHN BROMLEY & SONS (INC.).

NEw YORK, N. Y., July 28, 1921.
SENATE FINANCE COMtMIT'FEE,

United States ,.enate, lVadMngton, D. C.
GENTLEMEN: We understand that immediate consideration is to be given to the

proposition to throw out the licensing system and embargo on imported dyestuffs.
We wish to go on record as emphasizing the importance of this move. We have In

mind one instance of the application for license to import certain material not made
here, and although actual orders had been booked for the disposal of the finished
product made from this raw material, it was over two months before we were in
possession of the raw materials themselves.

This sort of thing can have no other effect but a stifling of business along the lines
above mentioned, and we believe that our citation is but one of thousands of others
along similar lines.

We therefore trust that the contemplated action of eliminating the embargo and
licensing feature from the tariff bill Will be given the most favorable consideration.

Yours, very truly, PAUL UHLICH & CO. (INC.).

LOWELI,, MAss., JuMy £8, 1921.lion. BoIEs PENROSE,
Chairman Finance Cornmitee, lVashington, D. C.

DEAR SIR: I want to call your attention to the dyes section of the permanent tPAiff
bill.

I protest against the embargo and license feature that was eliminated in the House
and which, as I have heard, the dye manufacturers want reinstated by the Senate.
Brief my objections are:

1. "cn not tell what colors I %m going to need two months hence. I have to finish
cloth for the trade on short notice.

2. I want to use the best colors, L-- odds where produced, for my competition will
force me to this.

3. The financing of the importation of dyes should be borne by the importers and
not the consumer. Six months' supply of color purchased for one run of gbods would
not fit another and different sort of god, and six months' stock of colors will run into
considerable money.

4. No other industry ever grew strong in this country except by the usual tariff
protection. The rates of duty how left in the bill must be plenty protection. Aliza.
rin red, prewar price of 15 cents, will be assessed 35 per cent, or 51 cents plus 7 cents
per pound, or, in other words, 12* cents duty on a 15-cent color.

I notice some of the colors made here are sold in Canada at 95 cents, and the price
on this side of the line is $2. In other words, I am put to a $1.05 disadvantage by the
same manufacturers of color that want to shut all foreign competition off and keep our
prices high enough so that they can market their colors Abioad at prices which are
den-€*c the consumers here.

I tun see that the color industry may need protection, but license and embargo art
all wrong; tariff rates should not be higher than the difference in labor and costs would
indicate were necessary for a flourishing business; surely the domestic color men do
not need a monopoly to keep them in business.

I sincerely hope your committee will see to it that the license and embargo are
kept out of the permanent tariff bill.

Yours, very truly, • LOWELL DYE AVORKS,

F. V. HANSON. Triasurip.

CORRESPONDENCE RELATING TO IMPORTATION OP DYES.

TREASURY DEPARTMENT,
DIvisioN OF CvsrOMs, DYE AND CHEMICAL SzoN,

MBRRIMACK MANUFACTURING Co., Lowell, Man. A t i, 1921.

GENTLEMEN: Please be advised that the application of I. Levinstein & Co., Boston,
Mass., for a license for the importation of 500 pounds of Dianol fast red K dyes can

81527-22-D z-25
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not receive approval production reports indicating that the identical color is being
successfully produced for commercial sale on reasonable terms by the National Aniline
& Chemical Co., 21 Burling Blip, New York City.

if on test you find the domestic product unsatisfactory for your manufacture, a
further statement may be made to this section in conformity with the provisions set
forth in clause D, paragraph 7. of the attached T. D. 38716. A copy of this letter
has this day been mailed to I. Levinstein & Co. for their information.

Very truly, yours, T. S. DicxsoN,
Asistant Chief of Dhision of Customs.

TREASURY DEPARTMENT,
DivimoN oP CUSTOMS, DYE AND CHEMICAL SECTION,

SLATERSVILLE FINISHING Co., SlaterfailUe, R. L / 16, 1921.

GENTLEM sN: Please be advised that the application of I. Levinstein & Co., Boston,
Mass., for permission to import 500 pounds of Dianol fast red K for use in your manu-
facture can not receive approval, production reports indicating that a similar dye
is being successfully produced on reasonable terms by the National Aniline & Chemical
Co., 21 Burling Slip, New York, N. Y.

If on test you find the domestic product unsatisfactory for your manufacture, a
further statement tray be made in this section in conformity with the provisions in
clause D, paragraph 7, of the rules, a copy of which is inclosed. A copy of this letter
has this day been mailed to I. Levinstein & Co. for their information.

Very truly, yours, T. . DiCKso,

Asitant Chief, Dirison of Customs, in Charge of IDye and Chemical ,4etior.

TREASURY DEPARTMENT,
DIVISION OF CUSTOMs, DYE AND CHEMICAL SECTION,Jutly 21, 1921.

SLATERSVILLE FIN18HINO Co., Sloaerovile, R. I.

GENTLEMEN: Referring to the letter from the dye and chemical section, dated
July 16. 1921, disapproving your application for permission to import Dianol fast red K
dyes, please be advised that this section is in receipt of additional information indi-
cating that the domestic product is not suitable for your particular manufacture, and
accordingly license 209957 hae this day been grunted and mailed to 1. Levinstein &
Co., Boston. Mass., for the importation of 500 pounds of the foreign material for your use.

Very truly, yours, l)YE AND CHEICAL SErION.

BRIEF OF THE ABERFOYLE MANUFACTURING CO., CHESTER, PA.

CHESTER, PA., August e, 1921.
Hon. hOlES PENROSE,

Chairman Senate Fknance Committee, Washington, D. C.
DEAR SIn: 1 am taking the liberty of inclosing a statement which I have had pre-

pared and which I hoped to make before your committee.
As I understand the time is limited, I am sending it in the hope that you may find

it of interest.Very truly, yours,
ADERFOYLE MANUFACTURING CO.,
W. T. GALEY, Jr., Steretary.

Mr. CHAIRMAN AND GENTLEMEN OF THE COMMITTEE: I want, first of all, to express
my ver deep appreciation of the opportunity you have given me of appearing here
before you. Although, in what I shall have to say I am expressing only my own
opinions and representing only my own concern, I believe that I reflect the views of a
great majority of those who are engaged in the same industry. I am a textile manu-
facturer and a large user of dyes. Therefore, I appear here in the role of a consumer.
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For a ready and adequate sUpply of dyes, in fast colors and at fair prices, is an abso-
lute necessity to the succeful conduct of my business.

.Also, I am a stanch protectionist. I believe in protection not only for mi own
industry, but for every other essential American industry which is confronted with
forei competition in the home market. But I am a believer in protection by tariff.
I hold that view because of the absolute, irrefutable, and wholly tangible proofs that
everywhere we have before us, showing that adequate tariff duties have been sufficient
to protect, foster, encourage, and expand every key industry that we have in this coun-
try, no matter how long e3tablished or formidable the foreign competition against
which they had to contend; and because of the further fat-t that no convincing proofs
have been offered either here or before the lower House, that the present rates incor-
porated in schedule I of the present tariff bill will not of themselves give to the Ameri-
can dye industry not only ample but unprecedented protection against all foreign
com petition, front whatever source. In brief. I believe that every American indu-trv
that is properly conducted, at fair and reasonable profit, not only ought to be, bit
can be, fully prote-ted by tariff duties.

Therefore as a large user of dyes who seeks mere justice; and as a staunch protec-
tionist attempting to prevent either an abandonment or abuse of that principle which,
with few and brief interruptions, the people of this country have supported for a hun-
dred years as a regulator, but not a destroyer of competition, I am here in unalterable
opposition to any embargo upon dyes, such as the House recently eliminated from
schedule I of the present tariff bill, and whih the domestic dye manufacturers now
are asking you to reinstate therein.

I am, however, fully aware of the spirit of justice in which this committee will weigh
the respective contentions advanced in this case; and that to facilitate its conclusions
it will desire reasons and facts, rather than mere petitions or opinions. As briefly
therefore, as the great scope of this question and my.limited abilities will permit, I
shall endeavor clearly and concisely to show:

(1) That iay arbitrary regulation orrestriction of dye imports would be monopolistic
in its tendency and would-impose drastic and even destructive hardships upon the
domestic textile industry.

(2) That this hardship, inevitably taking the fojm of increafed pri es over %hich
the textil manufacturer would have no control, and affecting practically every gament
of wearing appearel, would extend to every family, rich and ]poor' thus iot only
inflicting a grave and unnecessary injustice upon the people at large, 1.t serving
entirely to defeat the Republican Party's recent campaign pledge of a general redup-
tion of living cots.

(3) That by reason either of the lack of durable dyes to be had here, or the price
at which, under noncompetitive conditions, they would have to be purchased, or
both, the domestic manufacturer of finished or partly finished textiles would be
placed at an unfair and wholly unwarranted disadvantage, both as to quality and
price of his product, in competition with the foreign manufacturer -if similar geods,
to the infinite damage of one of the lWest and most essential industries in this country.

(4) That the rate of tariff duties already provided in the dye schedule of this bill
gives thatindustry far more than ample proietion, and that under nojust interpretation
of the facts can the preservation and expansion of tla + industry be held to require
such unprecedented legislation as is here proposed in a complete, or even partial,,
arbitrary exclusion of competitive products.

To revert now to the first of the findings which I hope to show, I want to state that
I spoke advisedly when I said that any arbitrary regulation or restriction of dye
imports would be monopolistic in its tendency. I call your attention, first, to the
fact that all the evidence justifies the conclusion that this whole campaign for a dye
embargo has been, and is being, financed by a very few of the largest and most
powerful of the domestic dye manufacturers. Upon 'this pQint, I take it, there is no
dispute. It is true that some of the seller concerns (failing, I believe, to see the.
real significance of this legislative proposal) have add their voices to the petition.
But I call your attention, second, to the fact that the rates in this new bill of 30 per
cent ad valorem (American valuation) and 7 cents a pound specific upon interme-
diates are themselves practically prohibitive. And I want to recall to your minds
third the further and corelated and highly significant fact that according to the
Tarid Commission's report there are only three or four of the larger dye manufacturers
in this country who produce a full line of theneeded intermediates.-Does anyone for a moment doubt thatwith the exclusion of all competitive dye
imports, and prohibitive duties upon intermediates whose manufacture in this
country is con nei to three or four of the larger dye producers, we would wait long tosee a speedy and complete elimination of the small and helpless independent, and a
quick perfecting of the close monopoly of the domestic market which must be what.
the financial backers of this proposed isolation seek? The smaller dye manufacturers
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may be joined with the larger ones now in asking this embargo, but I thoroughly
believe that if they would clearly see its inevitable effect of placing them between the
inflated prices which, upon the one hand they would have to charge as a result of
exorbitant duties upon necessary intermediates, and the equally high prices which,
upon the other, they would have to charge, as a result of purchasing their intermediate
from the few domestic manufacturers controlling that production, they would be
among the bitterest opponents of this proposal. For the coupling of an embargo on
competitive dyes with the proposed advalorem and specific dutiea on intermediates
would be nothing less than presenting to the highly financed and powerfully organized
few a two-way lover with which to crush the smaller independents and create an
undisputed monopoly of the American market.

To take up the second phase of my first proposition, namely, that such a condition-
that any arbitrary regulation or restriction of dye imports-would impose drastic,
and even destructive, hardships upon the domestic textile industry, I shall not, at
this time, go into the subject of what we textile men regard as the utter inadequacies
of many, if not all, of the rates of duty provided in this bill for textile manufacturers.
Suffice it to say here that even adequate duties are based entirely upon the difference
in production cost, here and abroad. Suppose, then, that in the wire judgment of
this committee lat.r Indorsed by the Senate and concurred in by the House, the tex.
tile duties in this bill should be made adequate, according to all present conditions
and the normal considerations which guide the drafting of tariff rates. Could such
rates have any stability, or effective protection, if the production costs of the domestic
textile manufacturer are to be made subject, not to declining prices, but to inevitable
rising prices, upon an indispensable ingredient which has bc-n afforded a price
range uncontrolled by any foreign competition, or any law of economics?

It is a fact too well known to you gentlemen for me to have to stress it here, that
there is no such thing as "partial protection." And I sayto you frankly that I fail
to see how such an utter inconsistency could be defended. To paraphrase a great
American, we can not have in this country an economic system part tariff antd part
embargo.

It is my understanding that others who are to appear here either before or after me,
will submit in detail the statistical, protective, and ice data to show not only the
unwarranted burdens that this proposed embargo would impose, but also the absolute
lack of any necessity for it as a means of protecting and fostering an American dye
industry. Proofs, however, are not lacking to support my second proposition, namely,
that these hardships, inevitably taking the form of increased prices over which the
textile manufacturer would have no control, and affecting practically every garment
of wearing apparel, would extend to every family, rich and poor. Publishedstatements,
which the advocates of this proposal have not been able to deny, show that on the very
same domestic dyes that were niiade and sold in this country prior .to the war at less
than the imported competing dye could be sold here, the prices under the war-time and
since-continuing embargo have advanced from 250 per cent to 444 per cent; while the
domestic duplicates of colors imported before the war, but which since have not been
permitted, are as much as 1,125 per cent higher in price than the prewar imported
product. Need anything more specific be offered in support of the statement that
wholly unnecessary and unwarranted prico advances are the inevitable corollary of
the arbitrary exclusion of competition? Or that embargo places a direct tax upon
other industries and the peop e at large on behalf of special privilege for a single
industry?

But if, as already has been indicated-and here I come to the third of my propo-
sitions-the effect of a dye embargo would be to give to the foreign textile manufac-
turers an unfair price advantage over the domestic producer, right in the American
market, it would also, and just as inevitably give to the foreign manufacturer who has
access to fast foreign dyes whose durability has not yet been duplicated here, an
equally unfair advantage in quality of product. For, practically without regard to
the fastness of the dyethe domestic mill would be restricted to the American proddct;
and the American product, mind you, would face no foreign competition to compeuan
improvement in its quality. To this merely may be added that in all textiles quality
as well as price, and in many of them quality more than price (where proportional
difference is not extreme) determine the acceptance or rejection of the product by the
buying public. Can this Congress thus injure or jeopardize one of the foremost key
ind ustries of this Nation, upon which hundreds of thousands of our men and women
depend for their livelihood?

I think when all the facts are analyzed my third proposition must be admitted;
that by reason either of the lack of durable dyes to be had here, or the price at which,
under noncompetitive conditions they would have to be purchased, or both, the
domestic manufacturer of finished or partly finished textiles would be placed, at an
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unfair and wholly unwarranted disadvantage, both as to quality and price of his
product, in competition with the foreign manufacturer of similar goods, to the infinite
damage of one of the largest and most essential industries in this country.

To come now to my fourth and final proposition, namely, that the rate of tariff
duties already provided in the dye schedule of this bill give that industry far more
than ample protection, and that under no just interpretation of the facts can the
preservation and expansion of that industry be held to require such unprecedented
legislation a is here proposed in a complete, or even partial, arbitcary exclusion of
.competitive products, I again refer to published statements which the advocates of
this propo(alnave been unable to deny. As I have already said, it Is my understand-
ing that these facts will be presented by other witnesses in detailed or tabular form.
I s-hall, therefore, merely summarize here. I

What I am stating to you now is the percentage which tariff protection alone, as
afforded by the rates of this proposed bil 1, will bear to the total selling price of the
same product before the war.

On orange I1 the tariff protection at American valuation will be 190 per vent of
the whole selling price in 1913; nigrosine, 116 per cent: direct black, 194 per cent;
Zambesi black V, 256 per cent; indigo, 312 per cent; wool green S, 373 per cent;
rhodamine B extra, 402 per cent.

In the face of irrefutable facts such as these it is mere dogma to declare that no
tariff will protect the domestic dye industry. In this bill in its present form the
American dye manufacturers have a protection which is almost prohibitive of imports,
and doubtless will be quite prohibitive, so far as many colors are concerned. The
American dye manufacturers can not with any sense 6f justice, fairness, or equity,
ask any greater protection than the bill before you will afford them, and it is my
hope and belief that in view of all the facts Senator Moses will withdraw his proposed
amendment, the substitute rates in which would act as a virtual embargo.

The domestic dye industry already has enjoyed an interrupted seven-year period of
embargo, and under that unprecedented protection it has grown to vast size.. It is
backed by givat wealth, has at its disposal unlimited natural resources, and is now
producing riost of the dyes that are made abroad. The bill before you gives to dye
manufacturers a greater protection than any other American industry ever has en-
joyed, and it can not any longer be contended that this industry is in any serious
jeopardy from foreign competition. I have nothing but contempt for those who, for
their own especial advantage, would commercialize patriotism; and the plea that an
embargo is a necessity to that further development of the dye industry which would
make it equal to the nation's war needs as a part of national defense, already has been
so thoroughly exploded that I hardly think itnecssary to touch further upon it here.

I desire only to say in conclusion, gentlemen, that the whole present tendency and
desire of the American people is for an abandonment of the costly artilicialities of war,
of which this embargo Is one: and for a deflation of all living costa to a minimum con-
sistent with our industrial welfare and property. I ask you, therefore, to defeat
this special-privilege proposal which would foster monopoly, place into eral n burd.ms
upon the domestic textile industry, and add to the cost of living rf every Ampriean
family.

I thank you for the time you have given me.

IFrom the Textile Colorist, June, 1921.1

CORIIUNICATION RELATING TO THE DYESTUFF TARIFF BILi..

To the EDITOR OF THE TEXTILE COLORIST: LOWELL,NMASS, May 11, 1921.

I have been much interested in reading the discussion on the dye license and
embargo bill which has been running in your paper, and want to say at the outset
that I am thoroughly opposed to any such scheme.

I am only a comparatively small consumer of dyestuffs and chemicals, and can
not help but feel that my difficulties are typical of hundreds of others in the same
position, and that some one should tell our trouble also. First, nnder the present
working of this sytsem, comes the question of cash; if I am to secre the benefits of
the low-priced German dyes distributed by the Textile Alliance, much lower than I
can get from the importers, I must put up the money with my order, or arrange a
banker's credit--this may be easy enough for large andwell established companies with
ample credit, but is a serious obstacle for me, if not altogether impossible.
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Suppose I place an order and am able to finance the payment as required by the
time the goods are delivered the call for these articles is quite likely gone, and 1 have
my money tied up in dead stock instead of available to buy other colors which may
be running; and worse still, by tie time the demand for these colors for which I have
paid comes in again, the prices may have dropped materially and I face a further
loss. If I could buy from the importer and he could deliver to me from stock, he
would carry the burden and I could afford to pay some premium, because I would
only buy enough for my Immediate needs. A small consumer like myself lives on
more or less specialty business; we can't compete on the big staple lines, but must
make shade-i that follow the styles closely, changing at a moment's notice, making
the odd and troublesome things that the big concern doesn't want to bother with-
all this calls for dyes of various odd properties, very often just the ones that I need
most are not procurable here and must be imported and I am continually in hot
water. I wonder if anyone realizes that-our domestic manufacturers, with all the
;,ogreso they have made, are only trying to catch up with the situation as it was before
the war: no doubt we were spoiled by the many new products and conveniences they
afforded, but we had become used to having a dye suitable for nearly every purpose,
and we miss them more now because we once had them available.

This license system has so often been spoken of as working smoothly and quickly
and satisfactorily, but I am sure those who have had any experience with it will agree
that it is a serious stumblingblock to normal business, keeps up our costs and delays
deliveries, besides often losing us orders, and only tends to hell) the man who can
afford to lay in and carry a large stock. Maybe again because I am a small consumer
I hear more of my dyer's complaints and troubles. The public knows nothing of the
boss dyer's troubles, the substitutions he is continually making, using colors for pur-
poses for which they are not adapted because the ones he wants are so hard to get or
not there when needed; and, of course, the product suffers in some respect; the dye
may be fast to storing. by that I mean the color may fade after it is dyed just lying
in ihe box not exposed to air or sunlight, and if he is called upon to make that shade a
month later the standard sample he matches to has chpnged, and of course the lot he
then dyes is off shade. This is not a common trouble out often happens, especially
with direct browns and oranges, and upsets the whole routine. Many of the de-
signs and patterns made by our customers were based on the peculiar properties of
certain dyestuffs, and it takes endless scheming and conniving to overcome their
lack if indeed it can be done at all. One could almost write a book on the boss dyer's
troubles and yet he is the man who actually uses the colors and who really should be
considered first of all; he works in a stuffi dychouse, full of steam and wet, while
some one else tells him what dyes he can and can not have. If those who make and
administer the laws could only have the dyer's job for a few weeks we would have a
different story.

Of course f am patriotic and want to use domestic colors but when I run into these
difficulties and think they are placed there for the benefit of the manufacturer of dyes,
and that he is primarily'to blame for these restrictions, enthusiasm for the domestic
dye maker who has caused me so much troublegrows cool. Normally I only want to
be able to obtain freely and promptly those things which I can not'obtain'from the
domestic maker, but if I am placed permanently; at the disadvantage now experienced
in getting such dyes in relatively small, but exceedingly important quantities, I will
naturally feel too'resentful to be'longer interested in th.e domestic dyes which other-
wise I M:ould gladly use by preference. I want, and try, to give the domestic manu-
facturer the preference, and it seems very foolish on his jart as the bulk business is his
alrea(ly, that he should hinder and annoy us with this embargo, doesn't he realize
that by continually forcing one's attention to the things he can't get that he only makes
them more desirable; in reality advertises the imported goods indirectly? It sems to
me that as these colors that are used in large quantities are made herinow, it will be
imposible to import them again, if given a reasonable tariff protection, and surely the
plant for making them is sufficient nucleus for all the poison gas and explosives we
Will ever need.

How many consumers have stopped to think how current prices vary and u set
one's whole routine-for instance, before the war prices were fairly stable, the variation
was almost always down, then came the war and dyeing soon jumped back 40 years;
then came the anilines again and the dyer made up his combination shades from
available colors. He soon finds one combination is cheapest and best for browns,
another for navy, another for greens, etc., then along comes a new color and ho changes
his combination to use the newer and better product, or another color drops in price.
Consequently it is cheaper than the old combination and another change Is made, or
again I am successful in importing some favorite color, still another change in combina-
t ion, or possibly some color I am using is no longer made or the maker is oversold, or
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if of Swiss manufacture, I must wait for a fresh shipment. Then follows another
change, and so on until the boss dyer is nearly crazy; and every change in dyestuff
means a change in the material dyed. For instance a brown dyed with blue r6d and
yellow will look different under gaslight from one dyed with green, red, and yellow,
and will vary in different lights. You may get a match in the north light that look*
miles off in another light.

Imagine the trouble if part of the different dyeings get in the same piece of goods.
To-day it is cheaper and better to use blue, next week it may be cheaper and faster
to use green, so if I am to turn out the best work, and make a profit, I must make
these changes. Can anyone blame the dyer if he is peevish when his license is refused
or he is compelled, for other reasons to worry along with products not adapted to the
purpose? These are not exaggerated conditions but are typical of what faces nowa-
days, especially the smaller consumers working dose and on a small capital. Suppose
I get an imported sample to duplicate and I have not got the colors, even a large inill
can not carry them all-that is the importer's business-what happens? If my
customers can not wait until I can import the colors, or if I can not finance the irports.
tion at that time, or if I am refused a license, I lose the business, and the work goes
to some one else or the finished goods are again imported. It really seems to me that
if the Imports of dyes are to be licensed, imports of finished goods should also be
licensed--it doesn't seem fair that the consumer of dyes should-have all the trouble
and carry the burden. DY WoRKS,

F. V. HANSON, Teasurer.

1Advance proof of an article prepared for the July (1921) issue of the Knit Goods Bulletlin, IsstcA by the
National Association of Hosiery and Underwear .Maiufacturers.I

ANALYSIS OF THE PROPOSED DYE AND CHEMICAL SCHEDULE.

The consumer of dyestuffs, to carry on his business in an efficient manner, must be
able to provide himself with the dyestuffs which he needs readily and at all times
as his requirements present themselves. He must have at his command any and
every dyestuff that is manufactured in any part of the world and be In a Poaition
to promptly utilize any new color that may be brought out anywhere. This is nec.
essary so that he may furnish to the public the best goods that can be made, as good as
any of his competitors, whether they are in this or foreign countries, and he must be
able to improve his processes by utilizing such articles as give the best results for
his particular work.

The prices of the dyes must be advantageous and compare favorably with those
,tt which the dyes are furnished to consumers in his line in Canada Europe, etc.

In analyzing this schedule, and its hitherto unheard-of proposals of embargo and
license, It must be borne in mind that it was framed at the instigation of, andTo pro-
tect, the domestic manufacturer of dyes-it is always necessary and under these cir.
cumstances particularly important to study its effects upon the public and the con.
sumer of dyes. For convenience a brief summary of each clause is given, together
with approp i ate comment.

Paragraph 25: Dealing entirely with Intermediates proposes a duty of 30 per
cent ad valorem and 7 cents a pound (on American valuation).

Aside from the fact that herein is included some products which are used in the
dyehouse and print shop, which, with the necessary development, make fast colors,
and the fact that the prcpoeed rates are a tremendous increase over previous bills,
this Is one of the most important clauses in the whole schedule. These prohibitive
rates alone, practically exclude all importation of foreign intermediates and make
the smaller domestic dye manufacturers absolutely dependent upon the few large
manufacturers. A study of the Tariff Commission "Census of Dyes and Coal-Tar
Chemicals" 1919, will very soon demonstrate that only three or four large manufac-
turers of intermediates now exist, and all the smaller manufacturers of dyes must go
to one or the other of the three or four large manufacturers for absolutely essential
raw materials--it is hardly human nature to expect the intermediate manufacturer,
who is also a dye manufacturer, to sell hlq competitor any essential raw material at
prices so low that he can undersell him in the finished product. Right here is a
very potent opportunity for monopoly-these rates, aside from the license or embargo,
prevent competition in the intermediates aud through them tend to keep up our
prices on domestic dyes. To put it another way, the opportunity iven for control
of intermediates tends to cut down domestic competition in the finished dye and
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the license and embargo prevents the foreign competition in the finished product.
These rates would work out as follows:

Per ContPlus of present
Ps percent cents protec-
Pren e t specific tion Oom-

Prew domestic Increase. cent red tprice. price. uty. "r-t2 prart

duty. sellsa
____ ___ __ _ __ price.

Bets naphthol .................. 010 0 38 .111 184 184
Parsnitranin................... . 17 .85 0 .255 I Igo
Toluylenedlamine ................... .35 1.15 328 .345 .415 J18

Paragraph 26: Specifying all colors dyes, color bases, and practically all synthetic
dyestuffs, synthetic tanning materials, natural alizarine and indigo, and all explo-
sives, except smokeless powder, a duty of 35 per cent ad valoreru and 7 cents a pound
(on American valuation).

This covers practical, y every known coal-tar dye and under the conditions men-
tioned the rates are in reality enormously incrpared as a few illustrations will show.

Prewar sellin Per cent
price. Plus olpresent

Present 35 cents protee-
domestic -per percent tion com-

yincrese k Mes pased to
Im- Domes- Prite- total prewar

ported. tie. duty. selling
price.

Orangell-------------60.131 $0.12 M45 333 $0.1 K 190
Zambesi black V ................. 30----------2.00 668 .70 . 256
Direct black single .............. 1 .18 .0 444 .28 .35 194
Wool green8-------------..... .23----------- 2.25 978 - 731I 373
Indigo: ......................... . 16 ...... . 0 312 17 153
N o ne --... 2................... . .25 .24 .60 250 .21 116
Rbodsmnne B ext rs ............ 80 .......... 9.00 1,125 3.15 3.22 402

Paragraph 26: Also contains a standardization clause as follows: "The Secretary of
the Treasury shall adopt a standard of strength for each dye or other article, which
shall conform as nearly as practicable to the commercial strength in ordinary use in
the United States prior to July 1, 914," and further provides that the specific duty of
7 cents a pound shall vary with the-strength of the dye, but in no case be less than 7
cents.

This is another joker, wheL' one considers that, according to, Dr. Norton, over 2,000
different dyes enter into international trade, and as different mann - fturers marketed
the same dye in the strength but suit-d to their working conditions, there were often
three or four strengths of the sne product sold. Now, how long wtll it take the
Tariff Commission to establish the standard of strength for each of these 2,000 dyes?
(an they do it before the threeyears expire? Suppose, as in the cae of Rhodamine
the singe strength known as Rhodamino B is adopted as standard, then the "B
Extra,' which is five times a strong, will take a specific duty of five times 7 cents or
35 cents. So even the rate of duty rests, to some degree, in the hands of the Tariff

ommission.
Paragraph 27: (a) Provides for two classes of products, cla A containin; every-

thing obtainable in the United States on reasonable terms as to quality, pnce, and
delivery, and clans B, everything not in class A.

This is the basis for the embargo provision and brings up the indefinite clause
"reasonable terms as to quality price, and delivery." This clause was first under-
stood to be used under War Trae Board regulations asa protection for the consumer,
but was very soon interpreted only in the interests of the dye manufacturer. The
clause even as defined, is too Indefinite to be used as the basis of a law.

(b) reasonable terms as to quality-the Tariff Commission hall determine whether
the color is of the same cbemical composition, and will produce results substantially
equal to the aid product of foreign origin, when used in substantially the same
manner as such product of foreign origin, considering always the purpose for which the
product of domestic origin is intended to be used.
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Any objection to this on the part of consumers will necessarily lead to detauing
special and secret formula, etc., to the Tariff Commission, as for instance, in the case
of ink manufacturers, shoe polishes, and all kinds of texthe dyeing and printing,
especially for private processes, where mixed fibers are colored in one operation.

Reasonable terms as to price-the lowest price for the time being which the Tariff
Commission will determine to be sufficient to insure the maintenance, In the United
States, of the production of such products by an efficient plant, operating on a sub-
stantial commercial scale.

This Is absolutely a price-fixing clause. If the Tariff Commission decides a certain
price for an article Is reasonable, it will take a pretty big overproduction to get other
dye manufacturers to sell for much less. The clause also absolutely eliminates foreign
competition. For instance, under these same rules now operated by the Chemical
and Dye Section of the Treasury Department, rhodamine B Extra sells for $9 in the
United States, and the foreign goods for $3.50 in Canada. Absolutely no consideration
is given the consumer or the competition he must meet in foreign dyed textiles, both
at-home and abroad. As has been shown green sunfast goods sold at retail for 90
cents a yard before the war, the dye in which cost 41 cents per yard, and the same
shade, colored with domestic colors to-day, would cost 89.6 cents per yard for dyestuff
alone, while on the other hand the same shade colored to-day with imported dy6s in
Canada would cost only 19 cents per yard for the dye-a very considerable handicap
for the domestic manufacturer of textiles. This situation affects the general public
in that such an enormous cost for the dyestuff increases the costof the finished fabric
so much as to eliminate the use of these expensive, fast colors on the cheaper fabrics.

It also presupposes a wonderful technical knowledge on the part of the Tariff Com-
mission, or its experts, when it makes them the judges of an "efficient plant."

Reasonable terms as to delivery shall mean delivery within such penod or periods
as said commission shall determine to be a reasonable time, of an amount of such
products which said commission shall determine to be sufficient to supply the need of
the consumer or consumers for a period not exceeng six months.

This again leaves much to the judgment of the Tanff Commission, and they in turn
must trust absolutely the domestic manufacturer for accurate information. . Chemical
operations have a way of developing unexpected troubles and delays, and material
promised for a certain delivery can in all good faith be impossible of fulfilment, to the
consumer's consequent loss, especially who.i the manufacturer is working on a new
product.

In fact the more these "reasonable terms" are studied the more uneasy the con-
sumer must become, and the more one realizes the great dependence upon the judg-
ment of the Tariff Commission and even more how any system of license or embaro
necesarily means hampering restrictions, indefinite terms, and delegation of authority.

(c) Lists of class Aare to be published as soon as may be.
Here spin we have an indefinite term, especially as the working out of the whole

bill depends upon the division of the 2,000 different dyes into the two classes. The
Tariff CommisSion has 30 days, after application is made, in which to hold public
hearing regarding the advisability of including in or removing any particular productfrom class' A." This will frequently require the exnse andloss of time in traveling
to the place of hearings, and, if the consumer is successful, means another 60 days
before the goods are available. No doubt the domestic dye manufacturer or Dyes
Institute will always be represented at such hearings but who is to be there to repre-
sent the consumer when the dye manufacturer asks for emb on products hitherto
permitted and which the consumer feels or knows are essentialte his business?

(d) No importations of class "A" materials allowed for three years, except small
samples under certain rules.

These are the embargoed products:
(e) All importers must be registered, by executing a form prescribed and furnished

by the Tariff Commission.
The contents of this "form" are of interest only to importers.
(I) For three years after the passage of this act no products included in class "B"

shall be delivered from custom s custody, except upon presentation, by a registered
'importer, of a bona fide order of an actual consumer, tether with an affidavit by the

importer (or by the consumer if the importer is not the consumer) stating that the
product is for his own use and not for sale and that the quantity delivered will not
place him in possession or control of more ihan a six months' supply.

This affidavit and its requirements constitute a full-fledged license system just as
troublesome to the consumer as the present system, and will fool no one who reads it
carefully. It must also be remembered that these restrictions apply to all imported
dyes, whether English, French Swiss, or German. Up to the present it has been
p6ible for importers to deliver from stock colors of any imported manufacture except
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German, but this bill makes them all subject to the same restrictions. No importer
will carry any considerable stock in bond when it is subject to constant expense. a
large part lying necessarily dead, and with the possibility of having any portion
embaigoed at any time. Also what provision could be made for filling the many
mall orders. ranging from I to 10 pounds, and the fractional quantities required for
mixtures? How can a consumer get service under such conditions? How could
anyone do business on such a basis-with their entire stock in bond and an affidavit
required for every order?
Q ) Registration of an importer can be canceled by the Tariff Commission for any

violation of its rules, regulations or orders.
Here again the Tariff Commission is omnipotent, with authority to ruin an importer,

and by his elimination deprive consumers of necessary products.
(h) A registered importer must give to the commission, a bond of not less than

$10,000 with sureties approved by the commission. The commission shall, by
regulation, prescribe, as a condition of the bond, such provisions as It deems necessary
to prevent any action by such importer which will destroy or injure any industry in
the United States, or any of its possessions engaged in the production of such products,
or which will prevent the establishment of such indusry, and by such regulation
shall prohibit, among other things, unfair competition and unfair acts including full
line forcing, bribery, misbranding of products, price or quantity discrimination.

Another imposing uncertainty under which entirely innocent acts may lead to serious
results. No provision for a maximum bond, and again illustrates the almost unlimited
authority of the Tariff Commission. The forbidden acts are. in many cases, such as
would be poiible of different interpretation, as, for instance. the term "price or
quantity discrimination." An offense under this clause would be very difficult or
very easy of determination, entirely according to the disposition of the Investigator.
(a The Tariff Commission shall have the power to require from time to time during

these three years:
1. From any registered importer engaged in the importation of the products enu-

merated in paragraphs 25 and 26 a sworn statement disclosing the foreign manufacturer
or dealer from whom he obtained such products, the price paid or agreed to be paid
therefor, if any, the importers' stocks remaining on hand in bonded warehouses,
contracts or accepted orders for future delivery, the price at which and to whom such
products have been sold or offered for sale, together with samples of such products
and any information relative to any such products which said commission may require.

2. Any person engaged in the manufacture or sale, within the United States or any
of its posessions, of yof the products enumerated in paragraph 25 or 26 of schedule
1 of this title a sworn statement disclosing actual production, stocks on hand, con-
tracts or acce ted orders for future deliver, cost of production of such products andprice at which, ad to whom, each of suchl products has been or is sold, or is offered
for sale, together with samples of such products and any other information.

3. And from any consumer in the United States or any of its possessions of any of
the products enumerated in paragraph 25 or 26 of schedule 1 of this title, a sworn
statement disclosing actual consumption, stocks on hand, contracts, the price at
which and from whom such products were or are being purchased, together with
samples of such products and any other relative information.

(j) The commission shall have power, through its agents, to visit or inspect, during
this thrbe-year period, all places of production and storage, and books. records,
accounts, paper! correspondence, and documents of any person engaged in the manu-
facture, production, sale, or importation of any of these products.

The inquisitorial powers here given are plainly stated and unprecedented. It
should be noted that the Information required from the consumer covers all products
in paragraph 25 or 26, and therefore means whether of foreign or domestic make, in
in other words, the importer or the domestic manufacturer can be checked up by the
consumer's statement.

It again illustrates only too well the whole category of ills that must accompany any
system of license or embargo, the delegation of authority, inquisitorial powers. pen-
alties red tape, indefiniteness, bureaucratic control, and uneconomic operation of
butane8.

(k) Authorizes the Tariff Commission to administer this act.
(() The information thus secured shall not be made of public record.
very Wood; but Tariff Commission employees will undoubtedly be in demand and

change jobs, just as other human bein -r they will be all the more valuable after
the three years of this bill have expired.

(m) The Tariff Commission shal have the power to regulate Its own practice and
procedure.

(n) Provides penalties for importers who refuse information and access to records.
o Provides penalties for misrepresentation or false affidavit.
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These apply to consumers, domestic dye manufacturers, and importers.
If there is any doubt in the minds of the public as to the operation of Government

control in business, let them read carefully this summary of the bill recommended
by the Ways and Means Committee and decide who is the goat. The dear public, as
usual, will pay the bill-any importer who survives all these rules and eventually
delivers goods to a consumer can not be blamed for getting all the traffic will bear,
keeping in mind that he can import practically only those colors not made here, nor
can the domestic manufacturer be blamed for getting the highest prices when com-
petition with all other production in the world is arbitrarily cut of, at a time when
prices In this country are from five to ten times prewar figures. The bill plainly
protects only the swollen profits of the domestic manufacturer, who has already had
five years without competition and which has built up industries lice the Allied Dye
& Chemical Co., the fourth largest corporation in America, and the DuPonts with all
their enormous war-made capital behind them.

NoTE.-As a matter of information herewith, the importations of the products
illustrated in the tables, which figures have been taken from Dr. Norton's Dye Cowus
and are for the fiscal year ending June 30, 1914. These figures do not include the
domestic production, which are not available:

Pounds. PAunds,
Beta naphthol ................ 1,030,268 Direct black single ........... 2,085,.648
Paranitraniline ............... 506,931 Wool green S ............. .41,584
Toluylenediamine ........... 133,355 Indigo .................... .8, 507, 359
Orange 11 .................. 127, 550 Nigrosine ................... 394,718
Zambesi block V............ 629,359 1 Rhodamine B extra .......... 58.339

(Iteprint from Textile Colorist, May 1921, by los. S. Rambo, President Rambo & Regar (Inc.).]

A MILLMAN '8 VIEW OF THE DYESTUFF CONTROVERSY.

I have read Mr. Kilheffer's article in the March number of the Textile Colorist and
find, as one would expect, the dye manufacturer's argument forcefully, though
incompletely, presented. Without going into too much detail, I wish to present a
few facts bearing upon the subject.

The American dye manufacturer, before the war, was certainly a "weakling" as
aorn pared to his present estate, or with the forig manufacturer. He bought prac-
ticay all his intermediates abroad, no doubt, cause it was cheaper and easier
to do so, and he also, no doubt, had a profit in his business or he would have given
it up. Ie made some things exceedingly well as, for instance, Nigrosine. which
ho sold cheaper than the importers and had a better product. Likewise he sold,
amongst other Colors, Orange 11. Bismarck brown and Chrysoidine, all of good quality,
and on a competitive basis with importations. In direct black he also made a very
respectable showing, being right in the competition, )yet; before the war was hardly
two months old1 he had raised his price from about 18 to 60 cents. The imported
article, however, continued for some time at less than half this price. Right here
let it be remarked that as long as the importers were supplying the goods prices
were kept within reasonable limits. It was only as the speculator bought up and
became the source of supply that prices rose rapidly. At that time one became
accustomed to regard an increase of 1,000 per cent in price as quite reasonable. It
is, therefore, somewhat surprising to hear the charge now that the importers were
responsible for the high pnces charged. I am presenting no defense for importers
as such, but the truth should be told.

To return to the prewar domestic manufacturer, he had been in the business many
years and made a go of it, so he was presumably sensible and intelligent, and, nat-
urally, wanted to continue and increase a profitable business. He went down to
Washington, demanded higher duties, and was given practically all he asked in the
way of protection, At that time hesaid the industry had all the protection it required.
By reason of the 1ill bill of 1916; and since then, the ranks of our domestic dye

'-manufacturers have been very materially augmented and strengthened in personnel,
experience, resources, capital, raw materials and equipment.

Let us look at the present situation. There are at least three large manufacturers
of direct black which, to-day, brings from 80 to 90 cents a pound, and is about half
the strength of the concentrated prewar product which sold at not more than 25
cents. Methyl violet, of which there are many manufacturers, to-day Is selling for
about $1.75, and is approximately the sanr gr-e as prewar godsat 32 cents. Acid
black is to-day selling for $1 to $1.10, and is slightlybetter than half the strength of
the concentrated prewar imported product at 26 cents. Then, again, indigo, one
of the most important colors, is to-day about 60 cents, against the prewar net price
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of from 15 to to 16 cents. When we consider that the domestic production of these
colors in 1919, as given by the United States Tariff Commission, was as follows:

Pounds. I Pounds.
Methol violet ................ 574,000 1 Direct black ....... 7 ,250,000
Acid black .................. 1,800,000 Indigo ............. 8800,000
one can readily understand that the textile man's dyestuff costs have tremendously
increased. Every manufacturer of textile goods knows that the costs of all his prod-
ucts and their ingredients Is far nearer its prewar price level than dyestuffs. Take
the case of the average job dyer, converter, cotton or woolen mill using colors, and
it is undeniable that the difference between his present yearly dyestuff-bill and his
prewar yearly bill would be a handsome profit on his investment. In fact, he could
almost perform all the rest of his operation at cost if he could take the difference
in his dyestuff bills as his net profit. Is it not certain that this situation will severely
handicap, if not actually preclude, the exportation of American fabrics, and be o
terrific burden in successfully meeting domestic importations of textile goods?

These are all practical questions which vitally enter into the prosperity, in fact, the
very existence of every textile man.

Take a hosiery mill which dyes silk and cotton stockings. Before the war it used
about 6 pounds of Zambesi black V at 30 cents for dyeing 100 pounds hosiery. Now,
if it feels it can afford a black of the same character, it probably would use the domestic
product at $2 per pound, which is about 20 per cent weaker. In other words, a prewar
cost for dyestftff o-f $1.80 per hundred as against a present cost of $15, or an advance of
about $13 per hundred pounds. Now, a mill dyeing a thousand pounds of hosiery
per day is not at all exceptional, and Its increased cost on this basis for dyestuff alone
would be $130 per day, $650 per week of only five working days, or approximately,
$34,000 per year. This sum alone represents quite a neat profit, if saved, on the
capital of the average hosiery mill.

An ordinary sized-denim mill uses about a quarter of a million pounds of indigo per
year. The difference between its present cost at, say, 60 cents as against prewar of
15 cents would be roughly $112,500, or over 10 per cent on a million two hundred
thousand dollars capital.

It has been mentioned that some of the textile mills went into the manufacture of
dyes and were undoubtedly glad togive itup assoon as they tould. Thisis, nodoubt,
true, but they only went into It as a temporary expedient to help themselves when
there was no other source available (except at tremendously high prices, as the dye.
stuff available was in the hands of speculators), and then gave it up as soon as they
could buy to advantage. They were in the textile business and were equipped
primarily for this and not for the manufacture of dyes.

As regards the small dyestuff manufacturer, one might also mention that his case
is not parallel, for instance, to the small textile manufacturer who can buy his material
on the dpen market, either foreign or domestic, without restriction. Wool and cotton
are not susceptible to control as easily as are raw materials for dyestuffs.

Apparently the domestic dye manufacturer, in his fight for the Longworth bill,
"doth protest too much," and looks for dark Shadows and malign influences where
none exist, instead of placing the blame where it belongs, upon the weakness of his
own case. There has been an attempt to pillory and bring into disrepute anyone
connected with the importation of German dyestuffs and this line of argument seems
to be followed to the exclusion of sane and sound business reasons. One reads all
kinds of stories about what the German manufacturer is doing; his corrupt methods
etc., and of our need of the domestic Industry for national defense but not one word
of comparative costs of raw materials, labor, transportation, etc. but as the world is
rapidly getting on an economic basis again, these things must be considered. Other
manufacturers, asking for protection, have accurate knowledge of their costs, as com-
pared to the foreigner.

Judging from the intensive and unfair propaganda now going on, it would seem that
the question is now being carried from the consumer, who has some knowledge of the
subject, to the public, which has none. The question of protection to any Industry
should be based-on actual facts and figures; it should not be sentimental, even though
our own interests come first. There is no question about properly and fully protecting
the industry, but the dye manufacturer is a long way from justifying his need for the
extraordinary and discriminatory protection asked for in the Longworth bill.

STATEMENT OF DR. REESE, BEFORE THE ANNUAL CONVENTION OF TilE COTTON MANL:-
FACTURERS' ASSOCIATION IN MAY, 1918.

There has also been much talk in the papers with regard to the wonderful advantage
Germany had on account of her extensive dye industry, in that she could imme.
diately turn all the'great dye plants into munition factories.

1
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I do not consider that the presence of the factories themselves was a matter of very
great importance to the Germans. It might have been an important factor in a
small war, but the requirements for this great war have been such that their mere
existence must have been a very small factor.

However, the real aasistance that Germany obtained from tde existence of these
factories came from the chemical organizations which they maintained. As this
war has become, in a sense, a chemical war, these chemical organizations in the
German factories have been able to assist the Government very materially in its
prosecution.

Now, what were the conditions in this country? There was no dye industry of
any great magnitude, but there was a well-organized explosive industry with a well-
organized chemical organization. I might say that at the beginning of the war the
l)u Pont Co. had in the neighborhood of 400 chemists in their employ, many of whom
were functioning along thelines above indicated.

The first effect of the great war was to call upon this organization to meet problems
which seemed to be almost as unsolvable as those presented by the dye situation,
since many of the raw materials necessar) for the manufacture of munitions had been
secured from Europe, just as the dyes had been.

This organization, however, was able to meet the situation in such a short time
that the want of these materials did not occasion a day's delay in the production of
powder. One of these materials, diphenylamine, which is an intermediate in the
manufacture of dyestuffs, was produced on a large scale, and three separate and dis-
tinct processes were developed for its production. Dimethylaniline another dye
intermediate, was necessar for the production of tetranitromethyianiline, com-
monly called tetryl, and had to be produced and a satisfactory process for its pro-
duction was developed in ample time, as well as for the production of tetrvl.

These -accomplishments gave courage and confidence to the chemists ol the Du
Pont Co., and from the fact that this organization was manufacturing and using all
of the basic raw materials necessary for the manufacture of dyes-namely, sulphuric
acid, nitric acid, benzol, toluol, zylol, naphthalene, nitrobenzol, aniline, and picric
acid-it was perfectly natural to consider the possibility of entering this great in.
dustry.

EXCERPT FROM UNITED STATES DEPARTMENT OF COMMERCE REPORT FOR OCTOBER, 1920.

With the return of peace it is evident that whatever the demand for dyes made in
Germany may be, that county will never regain its lost supremacy in the world
trade in dyestuffs. * * * The United States has abundant coal to supply the
raw materials for making aniline dyes. Private capital has been supplied as fast as
it could be utilized in establishing scores of factories and in training skilled operatives
and chemists for actual and experimental work on a large scale. There has been an
increasing tendency since 1916 to centralize or consolidate the domestic enterprises
in order to cut overhead expense, utilize all by-products, and reduce the price of
finished dyes. This has not only increased production but has developed the foreign
trade, as shown by the wide distribution of American aniline dyes exported in te
calendar years of 1918 and 1919. * * * The world-wide shortape of dyestuffs
and the growing demand for both quality and variety of such matenals offer every
opportunity to extend the foreign market for American colors. * * * Germany,
it is now conceded, will not be the strenuous competitor she was formerly in the
foreign trade. Switzerland is the only country, other than the United States, now
making aniline colors sufficient to meet its own requirements and able to export on a
large scale, and the Swiss are dependent on other countries for the raw materials.

STATEMENT OF DR. B. 0. HESSE BEFORE THE FRANKLIN INSTITUTE ON NOVEMBER 6,
1919.

To particularize: In the explosives industry the coal-tar portion is very simple,
the testing out of the new products very complex and detailed; hence the invention;
development and manufacture of explosives from coal-tar materials is properly
wholly an affair of the explosives industry so highly and efficiently productive and
progressive with us and not of the still-to-be-created dye industry. The invention,
development, and distribution of photoaphic chemicas properly belong te the p ho-
tographic industry, now and for a long te past so well dve oped with us and their
manufacture belongs to our well-developed organic and fine chemical inAustry and
not to the infant dye industry. The dis very of new synthetic remedies is properly
the function of the many medical institutes and schools of research in this country.
They can be manufactured by our organic and fine chemical industry, helped out
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by our large pharmaceutical factories and distributed by the latter. Synthcitie
flavors and perfumes have for years been successfully made here at a number of estab-
lishments, and they have also conducted much of the research in this field. Thero
is no reason, compelling or otherwise, why the struggling dye makers should share
their work. In the manufacture of toxic and like gases for military purposes, whose
invention and development belong to the Chemical Warfare Service, the largest
single material involved, and at the same time the one most difficult to transport, it
chlorine, which in 1914 was normally made in 23 different factories in this country
and in an amount approxiinat In 0.,000 tons annually, while during the war we inadl,
a total of but 12,000 tons of toxic-gas war materials. Their manufacture, therefore,
should be linked up with our going chlorine industry.

The coal-tar materials needed in any or all of these arts of peace are and have lieeI,
obtainable, if we only wanted them,*in any needful quantity and quality, withoutt
in any way calling upon the dye maker for them, their total requirement being under
300 tons per vor. For eachof these important collateral dev-lopments we have
domestic ind ustriA! p.inti of attachment and growth of loni, and firmly established
competitive ahilitv. Would it not be the very height of folly to ignore them and to
stake ouir entire future in these fields wholly upon the dyo'industry, whose future
with us Is by no means e3tablished? I am'thoroughly convinced that no one can
seriously or for long take an' othr view thar the foiregoing. We can surely have all
of these other industries in the highest possible state of efficiency if we only will.
whether we have a dye industry or not. That we should have our own supply of
dyes is the only reason for having a domestic dye industry. The war itself proved
that conf'lusively and beyond question.

Senator McCumiiER. Mr. Killheffer,we would like to have you give
your address, your business, and your full name.

STATEMENT OF Z. H. KILLHEFFRR, OF PAGBAW00 N. 3.

Mr. KILLIEFFER. E. H. Kiliheffer, Passaic, N. J.
Senator MCCU2-BER. You may proceed.
Mr. KILIIIEFFER. Mr. Chairman and members of the committee, I

will be very brief in my remarks, but I thought they might be of
some interest to you, because of this particular reason: I was for
many years, before the war, connected with one of the German
so-clled Big Six-Kalle & Co., Bieberich-on-the-Rhine. I was chief
chemist on this side of the water. Just recently I was sent by my
firm, the Newport Co., to visit first the various countries in Europe
to ascertain the situation there in particular respect to our own
business, of course, and after my return from there to China and
Japan. Therefore, in connection with many of the subjects that
have been brought up and discussed here by some of the witnesses
and their opinions given, I am, to a certain extent, giving you the
facts. I can at least give you those that I found.

While in Europe I was able to go into the occupied zone in Ger-
many and have a look at some of the German dyestuff manufacturing
plants. Before the war I was connected with Kalle, who have
a plant at Bieberich-on-the-Rhine. The physical condition of that
plant was certainly much better than I had ever seen it in my visits
there prior to the war. It certainly had not suffered but,'on the
contrary, had developed to a very material extent.

In that connection one of the witnesses the other day said that
the German dyestuff plants had not produced poison gas. It was
stated to me by one of the head men of the Kalle plant that their
plant was almost entirely on the production of poison gas during
the war.

It has also been remarked that the plants in the occupied zone
were under foreign supervision. They were at one time under
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Frrnch supervision, but that supervision has now been removed;
l;a fact, it was removed some months ago, I think about six or seven
months ago.

The Germans with whom I talked ink the dyestuffs industry when
I was in Germany stated most emphatically that they did not intend
to let our industry in this country do anything to seriously impair
their hold on the world business, and that at the first opportunity
they were coming after us. None of us who are very wise will
underestimate their ability or their intention to do so.

One of the witnesses said that the Germans were short of raw
materials, mentioning anthracene particularly. The record of the
Tariff Commission for 1920 shows quite the contrary, for there was
a considerable poundage of vat and other dyes derived from anthra-
cene brought in. Of ene of these alone, namely, indanthrene blue
G C D, there was imported 366,000 pounds.

Our company had some stocks of dyes in England. We had some
agents in England and France and in Italy that had been selling our
colors. It was my privilege to be n England just prior to the 19th
of October. On the 19th of October the restrictions were supposed
to go into effect. They were delayed and did not go into effect until
some months later. Prior to that date, outside of the dyes that the
English merchants themselves had purchased from the Germans,
there was a veritable flood of Gern, m dyes poured into England.
That I know. I had an opportunity of learning quite a little about
it, and it affected us in our owji case to such in extent that the stocks
of dyes that we had in England are still there.

N'ow, it is true that the general business depression had a great
deal to do with the nonsale 6f products, but the other was also a very
large factor, which is borne out b' our experience again in South
America, where we also have an office in Rio de Janeiro.

There the Gerans have sent in large amounts of dyes, and have
gone back to their regular prewar methods of selling, which include.
very long credits and other methods that they practice. The situa-
tioA has grown so serious that it is our intention to withdraw entirely
from the South American field.

The statement was made that on the subject of amortization
American plants, manufacturers of dyes, should have long ago been
completely amortized. I know that my own company would be
very happy if that were the case, but the contrary happens to be the
fact.

It is true that there were several dyestuff manufacturing plants
in this country at the time of the outbreak of the war, and t~Iey were
most advantageously situated to clean up, if we may use a slang
expression, and that some of them may have been able to pay for
their plants either in whole or in part, at least; but for the large per-
centago of the American dyestuff manufacturers, who came on the
scene later, that is certainly not true, because they had a very short
time in which they could realize these large profits, and there is,
again, a vast difference between the plant manufacturing more or
less staple, simple products, and those manufacturing the more com-
plex or high-grade products, like the vat dyes. and others of a
similar class.

These require very expensive installations for the intermediates
and for the dyes themselves, and as our experience goes along these.



plants very often must be scrapped and new ones erected, until we
ave learned to properly produce and there has been no opportunity

for the great percentage of the pants to amortize.
On the subject of labor costs, it has been stated that labor costs

should not be in excess of 5 to 10 per cent. This is another thing that
is absolutely contrary to our experience, for we find that the direct
labor charges amount to anywhere from 30 to 00 per cent, which also
seems to be the experience of a great many other dyestuffs manufac-
turers.

Senator McCuMDLR. Does that include salaried employeesI
Mr. KILUEFFER. No, sir; that is direct labor.
Senator McCmBER. That is outside of chemists?
Mr. KILLIIEFF.R. Yes, sir.
Senator MCCumBER. And those having regular salaries?
Mr. KILLUEFFER. Yes, sir.
I might say that our company tries to make a pretty complete lihuo

of colors, including the staple products, and, in addition, the higher
class and more complex colors. We manufacture indanthrene
colors to-day, and in the manufacture of these higher grade colors
we can not get along with the cheaper kind of unskillea labor, but
must have a much greater percentage of the higher class of skilled
labor, in addition to the chemical supervision, of-course.

Now, much has been said on the subject of quality.
Senator JoNEs. Lot me ask you, Mr. Witness, if that is true of the

German manufacturers, that in the manufacture of these complex
dyes they Pze required to have skilled labor?

Mr. KiLLUEFFER. They have skilled labor, in addition to their
chemical supervision; yes, sir.

Senator J=o*s. Well, do they use skilled labor in the manufacture
of those complex dyes to the same extent as you do?

Mr. KILLUEFFER. They probably do not, because of their much
greater and longer experience in the manufacture of those products.
In that way they can reduce their labor costs very materially.

Several instances were adduced of where the quality was very
much damaged by the substitution of inferior products. That, as I
see it, is a matter that is really beside the point, because that is a
matter that rests with the textile manufacturer himself. He can
decide whether he wants to put in the high-class fast colors or
whether he wants to use the cheaper colors, and if he wants to use
the high-class colors, and they are not manufactured, he has had a
method by which he could bring those products in and use them,
and he could not lay the charge of inferior quality to American dyes,
because, dye for dye, they are identical products, with a compara-
tively few exceptions, and those exceptions are in the cases where the
products are still in a stage of development.

As for guaranteeing the colors, I did not have an opportunity to
see the sample card which was on the table yesterday, but I do know
that the firm that I was with, and other German firms as well, always
had the practice of printing right on the sample card that was dis-
tributed to the consumer, "Without guarantee." That was on every
card.

We render the same service to the textile people, or try to, that the
German houses did before the war. We are willing to match their
-samples in any way that they might indicate.
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As to the textile manufacturer, according to some of the testimony,
it might be indicated that we are directly opposed to his views and his
best interests. Nothing could be further from the truth, because
he is our customer. 1,e exert every power to please our customer.
Under the scheme, as proposed, of having lists that woull be pub-
lished, and which would give importable and nonimportahle dyes, we
can not see how the textile manufacturer would be in any way
menaced. It would give the textile manufacturer and the (lye manu-
facturer an equil opportunity to present his case, and have the dye
either on one side or thV other, or taken off if they are on eitherimproperly.

Thcre i; an abuse that might be pointed out ihat has something
to do particularly with the (lye manufacturer, and that is this: On
the subject of mixtures, many mills will have a special mixture
made, as was pointed out yesterday, to do a certain kind of work,
either produce a certain shade or produce some certain result, as,
for instance, leaving the effect threads clean, or something like that.
lie will have that made in a mixture to do his particular job.

The components of the mixture may be colors that arc being manu-
factured hero satisfactorily and sold as individual colors. They
could be mixed together to make one different product, the same as
the imported colors could be, but there would not necessarily be a
mixture already made up and on the market. In fact as these
mixtures are only used in special cases as indicated, there most
likely would not 'he a ready-made mixture of American colors, al-
though it could be made. 'his being the case, the textile manu-
facturers could apply for a license to import, let us say, direct brown
C X or some other special name or designation which would be
arbitrarily given to that mixture. As just pointed out, there would
not be a ready mixture made of American colors to duplicate this
special product, and in this way the license would probably be
granted, thereby working an injustice to the American dyestuff man-
ufacturer. I simply mention this to show that the injustice, if any,
is not all on one side.

It was stated that the dye manufacturers had come down here
asking for a two years' embargo. t% a matter of fact the dye manu-
facturers have never asked for a two-year embargo, but have always
emphatically stated that they needed more time than two years.
In addition it was stated that the dye manufacturers had already
had two years of special protection, and in this connection I would
like to point out that the fact is the dye manufacturers have had two
years of uncertainty, which, as any business man knows, will not
bring new capital into the industry, as the investor of largo amounts
of capital naturally wants some reasonable assurance of the profit-
ableness of his investment. We are in the same position as the
witness who testified yesterday when, to a largo extent, we have a
large program of colors that have already boon worked out in our
research department, colors that are needed in this market, but we
can not see our way clear to make the additional investment, which
would be a very considerable one, to go ahead and produce these new
products, until we know just exactly where we stand on this pro-
position.

The situation in Japan was also spoken of. I mentioned that a
while ago because I was in that market also for a number of months,
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and besides the business depression there, one of the largest factors
again, as in the case of South America, was the bringing in of a very
considerable amount of German dyes.

Just a moment ago the representative of the knit-goods associa-
tion was testifying hiere, and there was brought to my mind this
thought that, according to our investigations, about 60'per cent at
least of the members of that association do not use. any dyes. At
least, that was true-

Senator MCLEAN. What did you say there?
Mr. KILLHEFFER. That 60 per cent of the membership, according

to our best knowledge and investigation, of this hosiery and knit-
goods association do not use any dyes.

As for the discussion of the dyes in connection with the hosiery
and knit-goods industry, to the best of mv knowledge there is a
neligible quantity of that dye used in the hosiery industry. I
think they use some silk yarn for the clocks in the side of some
hosiery, but outside of thai I do not know of any large use of that
dye in hosiery or underwear.

Senator MCLEAN. What do they use the dye for mostly-silks?
Mr. KILLIIEFFER. Silks, stripes in shirtings, upholstery, and every-

thing that must stand a great amount of light or ability to wit-
stand all of the stronger color-destroying elements.

The statement was also made that two years.ago we said, "Give
us a little time and in a few months we will have those colors," refer-
ring to the vat dyes. That promise has been fulfilled, although I
think the inference was that it was not. There are two companies
now producing vat dyes, my own company and the Du Ponts,
producing them in very considerable quantity.

Senator MCLEAN. Will you state your reasons for preferring the
embargo to a high tariff, specifically?

Mr. KILLiJEFFEit. Our reasons are these: If a tariff were made, I
think we are all agreed it would have to be very high, and there is
one other point in that connection, and that is that the same tariff
would not necessarily apply on various products of manufacture.
One tariff might apply on one color or one group of colors and be
entirely inadequate on another.

Senator JONEP. How high do you think a tariff ought to be, if we
concluded to adopt a tariff rather than an embargo?

Mr. "KILLIIEFFER. I would not presume to give a figure out of
hand, Senator, because, as I say, it would be a different amount
for every group of colors, and in a great many cases, for individual
members of the group, and it would certainly be something that
would have a great deal more difficulty of administration than any
embargo, under a list that would give importables and non import ables
where everyone would know ix-forehand just what he could bring
in and what he could not.

Senator JoNss. You do not think you .Pould figure it out on the
basis of having a tariff, then, that wo-'l, protect the industry?

Mr. KILLIIEFFER. I think it could 'e-, figued out; yes.
Senator JONES. Yes.
Mr. KILLUEFFER. But it would be--
Senator JONES. Now, you have just remarked that a tariff would

have to be very high?
Mr. tLLMEFF3,. Yes, sir.
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Senator JONES. The reason I have asked the question was to get
yor idea of what that would be. What do you call a high tariff on
these articles

Mr. KILLNEFFER. Well, on some colors it might easily be 1,000 per
cent. It would be a ridiculous figure on some things.

Senator McLEAN. You say you are in a position to enlarge your
plant and invest new capital ?

Mr. KILLUEFFER. Yes, sir.
Senator MCLEAN;. For the purpose of producing new colors?
Mr. KILLUEFFER. Yes, sir.
Senator MCLEAN. That I understood you to say wts dependent

upon a continuation of some embargo ?
Mr. KILLTJEFFER. Yes, sir.
Senator McLEAN. Do you think it would be practicable and possible

for us to fix a tariff that would insure you so that you would go ahead
with your plans I

Mr. KILL IEFFER._ Senator, I doubt that very seriously. I think the
attitude would be that we would wait and see how the tariff worked.

Senator MCLEAN. How it worked out; yes.
Senator JONES. What colors do you think you ought to have 1,000

per cent protection on?
Mr. KILLUEFFER. Well, there are several colors. There has been

only one mentioned here to-day, rhodamine, where the prewar price
was 80 to 90 cents per pound, and it now sells here for $8 and $9.

Senator JONES. Well, that is an essential color, isn't it?
Mr. KILLIUEFFER. Yes, sir.
Senator Jo.mEs. And in general use?
Mr. KILLHEFFER. Rhodamine is used very largely in the silk

industry, and is also used to a considerable extent in the cotton,
paper, and leather industries and to a smaller extent in the woolen
industry.

Senator JoNEs. You think it should be at least $9 a pound ?
Mr. KILLIIEFFER. No, I do not; but here is the thing, Senator: The

price of rhodamine, for example, has been brought down from, I
think, $75 to 58 or $9. It was one of those products that when
people began to produce it they got practically no yields at all.
They got the co.or, yes; but no yields, and then, by constant study
and effort, those fields have been increased and the processes per-
fected, so that tlev made material progress in those few years, and
we are very hopeful of bringing that price down to where it should be.
There are other ,.olors where we have not been able to bring our
prices down very much more than in the case of rhodamine, which
is an exaggerated example.

Senator IcLEAN. Then, that is a very rare situation, is it not?
Mr. KILLUEFFER. t. is an exagerated example; yes, sir.
Senator CALDER. Would you have us believe that there are any

colors that cost ten tines as much to manufacture here as they do
in Germany?

Mr. KILLUEFFER. O%, there are many colors that cost ten times as
much to manufacture now as in Germany, but the thing that con-
trols the situation is the by-product situation. The by-products
that you get in the manufacture of some of these that you do not
know what to do with, and you constantly work on and find out
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things to do with them. There is the question of yields that our
chemists are working at continuously.

Senator CALDER. How long an enibargo would you require?
Mr. KILLIIEFFER. I think nothing short of five years." We asked

for that length of time before, but, as I stated before, instead of
receiving it have had instead two years of uncertainty. If we would
have had in the first place five years of certain protection, I believe
it would have been a comparatively simple matter to get sufficient
new capital into the industry. Certainly it would have been very
much easier than it will be at the present time.

Senator LA FoLLET'.T. Htow much capital did you originally put
into your plant in cash ?

Mr. KILLI.UvI:R. That I do not know. Senator. I can laid that
cut for you.

Senator LA FoiI.irrE. Do yoU not know approximately?
Mr. KILLiEFFwn. Not what wa. put in in t le heginming: no, sir.

We have fn investment, in all, of as,000,000. What th initial
investment was I do not know.

Senator 1,% Fo..TrR. )o you knoi% what it was stocked at
origin ally 

fMr. K' 1LIM.iE.FR. No, sir; I do not know.
Senator 1,.% FOLLE'TE. )o YOU know whtft the statement shows

its profits to have been last year I
Mr. K iL.MIFFR. In the year 1920 the company paid, if I am

correct, 12 per cent.
All of these figures. as Mr. ('hoate stated, Senator, we will lie glad

to furnish with the other manufacturers, if you want them. I have
not got then, because, as you recall, it was indicated by the chairman
that, if possible, one representative of an industry w,; to be heard,
and I really did not comeprepared with a lot of information--

Senator 1,.% F oLTrt:. If I send you a list of questions to answer,
will you file your answers and writs a letter in response so that they
ran b oput in the record I

Mr. KILLUEFFER. As Mr. Choate says, we will be glad, along with
the other industries, to file inforrnatioi with the committee.

Senator Li FoLL.ErTE. I am not asking you with regard to the
other industries; but will you be willing to answer those questions,
to be filed with the committee!Mr. KILIIP..FPR. Senator, the reason I answered your question in
that way is this: We do not feel that it would be entirely fair for
us alone to file information that might get into the hands of our
competitors.

Senator I% FOLLETTr. Mr. Metz has expressed a willingness to
ine to answer these questions and let them be printed as part of the
record here, and I have furnished him with a copy of the questions
which he is to answer. He is perfectly willing to make answers. in
the form of an affidavit. and I am amsking you if you are willing to
do the same thing.

Mr. KILLIEPFFER. I do not think our company will be unwilling to
(10 any less.

Senator l,% Fo.Er'rE. Do you think your company will be willing
to (1o that much?

Mr. KILLIIEFFER. I think they will.
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Senator LA FOLLETTE. I will send you a letter and a list of these
questions.

Mr. KILLIJEFFEH. All right, sir.
Senator DILLINGIAH. I did not understand what your company is.
Mr. KILLJIEFFER. The Newport Co.
Senator JONES. You spoke awhile ago about bringing (town the

price of 'the dye you mentioned from $75 a pound to $8 or $9 a
pound. How did that dye happen to get to that price of $75?

Mr. KILLiUEFFER. I think that the way the dye got to that terribly
high price was simply because of its great scarcity, and I think when
the first American production began the price was $75 or $72, or
something like that. I am not sure of the exact figure, but it was
about that figure. I could not tell you exactly how long it was before
the reduction took place, but I think that the records will show.-I
can look them up and advise you-that it was almost immediately
that the price was pulled down, I think, first to $60. My recollection
is a little bit hazy on that.

Senator JONES. Had not that price gotten up to that point because
of the small quantity, or, rather, the quantity of that particular
German (lye in this country which was controlled by speculators?

Mr. KILLJIEFFER. That is largely true; yes, sir.
Senator JONES. What was the name of that?
Mr. KILLIIEFFER. Rhodamine B. It is a very bright pink dye.
Senator JONES. Mr. Witness, a humber of people have been willing

to protect the dye industry in any reasonable way because it has been
thought that by having that industry going in this country the plants
might be used in time of war. Is it necessary for that purpose that
you should want such high protection for these so-called complex
dyes I Would not the plants even if you did not man-ifacture those
dyes where you say you would need a protection of a thousand per
cent, still be as vahi uble for war purposes as if you made these veryhi h-priced dyes I

Mdr. KILLnEFFER. Jn large measure they would not.
Senator JONES. Wi not ?
Mr. KILLUiEFFER. Because of the different character of these higher

class and more complex dyes which require in large measure the same
kind of type or machinery that is used for other purposes.

Senator JoNEs. You mean to say, then, that it would le more
valuable in time of war because the plant would be incredsed to that
extent, do you?

Mr. KILLIIEFFER. It would be a plant that would be more capable
of immediately producing the materials that might he required
because they h18d in its regular installation the apparatus that would
be required.

Senator JoNF.s. It would require more apparatus, would it pot ?
Mr. KII.J.IIEFFER. And a different kind of apparatus; yes, sir.
Senator JoNF.s. Do you think these different kinds 6f apparatus

are necessary to the phlie defense i Would you not have to make
different kinds of defense material which would Itilize thes.e different
kinds of installations I

Mr. KILLIIEFF.R. I (o not want to answer something, Senator,
that I perhaps am not qualified to answer; but what I had in mind
wvas thitt in the manufacture of some of these more complex dyes
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where you would use high high pressure apparatus an apparatus of
that general character that happens to be t ho same kid of apparatus
that wouhl be used for the manufacture of sonic of the materials
that are used in chemical warfare.

Senator JONE S. Then if you used that apparatus in chemical war-
fare you would not use th other apparatus, would you ?

Mr. KILLIEFFER. Well, I am not so sure about ihat. I am not
an expert on explosives and that character of products, so I would
perhaps better not try to answer your question.

Senator JONES. Do you have different process for each different
dye

Mr. KILLIIEFFER. There are certain groups of dyes. The most
common group, perhaps, is the simple azo (Ives; and for that, group
of dyes you use a kind of apparatus that is ;ery similar for a whole
hunber'of dyes in that group. Then you go into other groups of
dyes where you have an entire installation, and many times a very
expensive installation that produces one (lye only.

Senator JONES. Which one of tlhoso instaittie'ns would be used in
chemical warfare?

Mr. KILLHEFFER. Both, to some extent; to what extent I am not
qualified to say.

Senator Jo:Es. Why would there be a difference in chemical war-
fare ' Why would you need different kinds of installation in chemi-
cal warfare?

Mr. KILLHEFFER. For the reason that in the manufacture of the
various materials which are needed you must go through all kinds of
chemical operations, nitrating and .ulphonating, and different kinds
of operations.

Senator JONES. What I am getting at is how much of this instal-
lation-

Mr. KILLIIEFFER. Should be converted?
Senator JONES. Would be converted, naturally, into asking the

commodities or chemicals in warfare?
Mr. KILLIEFFFR. That I can not answer of my own knowledge,

except in this respect, that, as I stated before in a plant in Germany,
the Kallo plant, they told me that the whole plant was practically
on oison gas, and they make a whole range o colors.

enator JONES. That comes to practically an understanding of
what I 'am 'trying to get at. They do not make different kinds of
gases in one installation and another kind of gas in another, do they?

Mr. KILLIEFFER. Yes, sir; they did.
Senator JONEs. And required different kindsof machinery?
Mr. KILLINEFFER. They did; yes, sir.
Senator JONES. How many kinds?
Air. KILLUEFFER. That I could not answer definitely, as a matter

of fact, because I do not know.
Senator JONES. If this dye embargo is put on for that reason it

strikes me that the committee ought to have sonic definite informa-
tion regarding it. There are several hundred different.kinds of colors
manufactured by your concern, are there not?

Mr. KILLIIEFFER. Yes, sir.
Senator JONES. And you have different installations for different

groups of those colors ?
Mr. KILLIEFSER. Yes, sir.
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Senator JoNEs. How many different groups have you ?
Mr. KILLIIEFFERI. That is rather difficult to answer; perhaps four

or five groups, or maybe oven six. But as I mentioned, there are
many individual colors that require an installation of their own.

Senator JONES. An independent installation ?
Mr. KILLIIEFFER. Yes, 3ir.
Senator JoNEs. What I am getting at is, is it necessary to have all

those installations for the public defense?
Mr. KILLIIEFFER. It would be very difficult for me to say, because

that would be controlled entirely by what the nature of the defense
would be, what materials were going to be used.

Senator JONES. Take the instalation for this particular color
which seems to command a very high price here. Is not that installa-
tion essential in chemical warfare?

Mr. KILLUEFFER. It could be used. I do not know whether' it
would be essential or not. I can not answer that.

Senator JoNEs. Do you not think that it is important for the com-
mittee to know?

Mr. KLLIIEFFEil. I know it could be used, because it is a character
of apparatus that is used.

Senator JONES. Some of us are very loath to put the country to
the expense of paying 1,000 per cent on a commodity which you
say is in general use.

'Mr. KILLlIEFFER. As I stated, though Senator, I mentioned that
particular color because it is a very much exaggerated example.

Senator JONES. Could we not eliminate all of those that would
require such a high protection as that? Could you not reach a con-
clusion that we could carry on chemical warfare without the installa-
tions which are used in making those very high-priced articles which
would require 1,000jp r cent or 500 per cent protectionI

Mr. KILLIIEFFER. Not very well and have a completely rounded out
industry.

Senator JONEs. We are talking about chemical warfare.
Mr. KILLIHEFFER. Yes; but this is the point I mean to make: You

say, Could we dispense with certain installations, such as for this
particular color? The minute we begin to dispense with this instal-
lation and with that installation the effect is immediate in many
cases on a whole line of colors, because often what is a by-product of
one group of chemical manufacture becomes raw material in another,
and the more uses we can find for those by-products the more we
are able to reduce our prices all along the line.

Senator JONES. Is this color that we have been referring to a
by-product?

Mir. KILLIJEFFER. It is not a by-product; it is made from the same
substance that iA used in a whole group of other dyes and chemicals.

Senator SUTHERLAND. IS it possible for you to tell in advance
what chemicals may be needed in chemical warfare a year or 2 years.
or 5 years or 20 years hence?

Mr. KILLUEFFER. it would not be possible for me to tell.
Senator SUTHERLAND. They are making changes and making prog-

ress every day.
Senator LA FOLLETTE. Was the Kalle plant built over for the pur-

pose of making gasI
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Mr. IcLIJ1EFF R. No, sir. There wm a great deal added to it.
It is much larger now than it was before the war.

Senator LA FOLLWrr. Is it making color largely now, or is it
necessary to reconstruct it somewhat in order to produce color?

Mr. KILLTUFR. No, sir; it is manufacturing color now. It was
manufacturing color last November when I wag in Germany.

Senator LA FoLLwrErr. As extensively as it was before it was con-
structed into a gas plant for chemical warfare?

Mr. KILLHEFFER. They told me they were operating about (10 per
cent of capacity at that time.

Senator LA POLLE.'r. Of their former capacity?
Mr. KILLUEFFER. Yes, Oir.
Senator Sm.moNs. How many colors (lid you say you made?
Mr. KILLIIEFF.R. We make "two hundred and soie odd colors.
Senator LA FOLLwrrn. Your company is (ini of the la.,.st in the

country, is it not ?
Mr. XILLIFFER. Yes, sir.
Senator SIsf1m.s. You said son (f those colons would require a

thousand per cent protection ?
Mr. KifLlREl'FFER. [ nntione! one s san xaggerated e.xamplo and

illustration of tile fact that it would lie very' ,liviult to lialo the rate
of duty that would cover us,

Senator SIMmo.s. On how many of those colors coul ,ou compete
with Germany upon the basis of the present tariff I

Mr. KILLIIEFFER. Do you mean, Senator, if the deprveiated ex-
change question were elihminated?

Senator SiMMoss. In the conditions that exist now. flow many
of those colors (1o you manufacture in competition with Germany-
upon the present tariff protection ?

Mr. KILLUIEFFEI. My own belief, Senator, is that we could not
compete with any.

Senator SinsMMos. flow much protection would you have to have
on the majority of your colors I

Mr. KILLJIEFFER. That I could not give you a figure onl, Senator,
because I would have to sit down and figure it out---

Senator SMMNSs. On how many of them would you have to have
the high rate of protection that you indicated a little while ago ?

Mr.KILLU EFFER. I think we would have to have that on very
few-eirhaps one or two out of the whole group. That is just an
example.

Senator SisM.MoNs. What proportion of your output do those one
or two that you speak of now constitute ?

Mr. KILLUEFFER. Vcry small indeed.
Senator Smioo'r. How many pounds do you make of it I
Mr. KLLHEFFER. The production of riodamine would be pe haps

100 pounds of the concentrated article a (lay; something like that.
Senator SMOOT. Not more than that I
Mr. KILLIl.EFFEn. No, sir. That would be only in our plant, of

course.
Senator SmooT. flow much of it is used in America I
Mr. KILLUEFFER. That I can not tell you offhand, Senator.
Senator S.ooT. Less titan a thousand pounds a day, is it not?
Mr. KILLlEFFER. No, sir. It is much in excess of that. If the

price were down to where it was in prewar (lays, then it would find
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quite an extensive use in the paper and leather and other industries
who now can not afford to use it.

Senator SMOOT. And they will not use it at all unless it comes
down in price, to about one-tenth of what it is now.

Senator SIm.MoNs. Suppose you eliminate the production of those
particular colors altogether. Would that interfere with your oper-
ating your plant upon a basis of profit?

Mr. KILLIIEFFER. If we had to abandon the manufacture of the
higher grade colors-

Senator SMifos. That is, those that you say you must have the
higher ranges of protection on. You say there are just a few of them.
Suppose you had to abandon those altogether. Would that interfere
very materially with the profits of your operation?

Mr. KILLHeFFERw Tho only way I can answer that is this, that if
we had to abandon one or two of those products I do not think that
would either make or break us; no.

Senator Simstos. You said there were only one or two of them.
Mr. KiLLIIEFFER. That would require such an exaggerated amount;

yes.
Senator SIMs.Mo.s. If you had what you would call reasonable pro-

tection for the balance, you could operate without including those at
all and make a profit I

Mr. ILLIEFFE.R. I think we could; yes, sir.
Senator SIMMiONS. Could you not make enough profit to justify you

in sustaining sonie little loss s on those while you were experimenting?
Mr. KILUIEFFn. Senator, that brings to the fore something that

we are doing every day. I dare say that if we were to tell you-we
would be glad to show it, as Senator La Follette has requested-if
we were to give you sonic of the figures on sonic of the new products
that we bring out you would be astounded and be rather loath to
believe they were tIre.Senator SLM.MO's. The point I am trying to get at is this: You are
asking for an embargo because you say that it will be necessary for
you to have these great tariff rates to protect you as to a few of the
products that you make. Take all of the industries of the country.
If those few products that require such high protection were elim-
inated altogether, the industry could still be operated at a good profit
with a reasonable basis of protection for the balance, as I under-
stanl it.

The question I ask is, Could not the industry afford, with the profit
that it. will make out of these other articles in the dye industry upon
which they can operate with a reasonable tariff protection, to incur
losses'necessary to further experimentation for the purpose of estab-
lishing more permanently and upon a better basis the manufacture of
these exceptional things

Mr. KILLURFFER. Senator, that is exactly what we are doing to-day.
Senator S.ioor. let me ask you this question: Your competitors

in Germany are doing the same thing, are they not?
Mr. KILLIIEFFER. Theirs have been gone through yeats ago.
Senator SMOOT. Oh, no. You go into their works, as I have been

in the Badische Works. I remember going into one room where they
had 27 chemists that had been there ]for 24 years working upon one
article: and they were put into that room and told that they did not
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want them to do anything else until they got that product so that it
was commercial.

Senator SMMoNs. And they were paying their losses out of the
profits.

Senator SMoOT. Of course they did.
Mr. KILLIIEFFER. That is true, Senator. We are doing exactly

the same thing but with this important difference. A lot of research
that they have long ago finished is still new material to us. In other
words, we have by no means caught up to the Germans in our re-
search work.

Senator SMoor. They never will get through with it. The busi-
ness is one eternal evolution, and what you are making to-day may
in five years be worthless on the market.

Mr. KJLLUEFFER. That is the very crux of the situation.
Senator SMooT. You have got to meet that the same as any other

country is meeting it now, and are going to meet it as long as they
are in this business.

Mr. KILLUEFFER. That is the very crux of it. We have a large
corps of research chemists all the time, and the money to finance the
research must come from somewhere.

Senator SMOOT. Just the same as in foreign countries.
Senator MCLEAn. But as a sound business proposition, you dare

not take the venture if you are subjected to German competition I
Mr. KJLLHEFFER. No, sir. Gentlemen, if you or I personally had

so large an interest at stake we certainly could well afford to under-
sell completely a new industry if we could eliminate them in a short
space of time. And Germany can certainly do that to us. I know
thAt.

Senator SMiOOT. They can not if we give you a fair protection;
and that is what you can get. If we give you the American valua-
tion, which, in part, at least, would take care of the exchange dis-
crepancies, you can not tell me that you can not compete. It would
protect over 90 per cent of all the goods of that kind that will ever
be manufactured in the United States, and the other 10 per cent is
perhaps, so small in quantity that there is only one place in the world
where it would be necessary to make them. What is the use of talk-
ing about putting a tariff or any other kind of a rate on a product
that the whole United States will not use a thousand pounds of a
year, unless it is for medicinal purposes?

Mr. KILLHEFFER. On such products we would not go into it as a
sound business proposition. We would not attempt to manufacture
them.

Senator SiMons. You think then, because of these few articles
that you can not produce profitably in this country without excessive
rates of protection, that there ought to be an embargo that will
protect not only those but the things that you can produce in com-
petition with Germany with reasonable protection?

Mr. KILLIIEFFER. No, sir; not because of that.
Senator SMOOT. You will admit that Germany had never sold

her chemicals, as a whole, at a loss? Ever since she has been in the
chemical business she has made a profit, has she not?

Mr. KILLIIEFFER. I am not so sure of that.
Senator SmooT. Do you not follow the reports?
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Mr. KILLTIEFFER. Yes; but I personally know of some cases where
goods we're sold at a loss to eliminate a competitor.

Senator SsiOOT. That is done, of course; and perhaps you would
do the same thing if you were in her position.

Mr. KILLIEFFER. If I were in her position I would; and that is
what we fear.

Senator SMOOT. In the United States more than likely you would
do that.

Mr. KILLnEFFER. That is what we fear from the Germans. We
want to guard against it if possible to do so.

Senator LA FOLLEPTrE. That is what you strong fellows would do
to the weak fellows in this country if you had an embargo.

Mr. KILLIJEFFER. No, sir; we could not.
Senator LA FOLLETTE. Why could you not?
Mr. KILLHEFFER. Because there is too much of a free field. There

are too many producers of the base materials.
Senator LA FOLLErri. It depends upon the power of capital very

largely. You could sell at a loss if you could eliminate the small,
weak competitors.

Senator SfooT. For instance, one of the men testified here to-day
who had $150,000 capital. lie is making three colors of green. Do
you not think that your company and two pf the other largest com-
panies, if you wanted to, could drive him out of that business?

Mr. KILLINEFFEB. That might easily be possible.
Senator SmooT. Yes; very easy. You know it is.
Mr. KILLUrEFFER. But that oes not necessarily follow that it

would be done, Senator.
Senator SmO. No; nor does it necessarily follow that it will be

done on the other side. We want to give you protection against it,
but not an embargo.

Senator McLEAN. You have some protection in this country in the
Sherman Act.

Senator JoNEs. You spoke a while ago about your trade in Japan;
Is it your idea to withdraw from all foreign trade?

ir. KILLUEFFER. We very much dislike to do so, but it has every
indication at the present time that we will be compelled to.

Senator JONES. How extensive is your foreign trade now?
Mr. KILLIEFFER. It has dropped very materially in the few months

of this year from what it was in 1920. There was a product mentioned
here a day or two ago, Congo red, a product of which we were very
large manufacturers and which was exported to India; but that is a
trade that was, but is no more.

Senator JONES. Why is it no more ?
Mr. KILLUEFFER. The German products have completely elimi-

nated us up to the present time.
Senator SOOT. On quality or price, or both?
Mr. KILL!!EFFER. On price; not quality; no, sir.
Senator JONES. Are yoni selling those articles in the home market

at the same price you have been selling them abroad ?
Mr. KILLIIEFFER. Yes, sir.
Senator JONES. In every case?
Mr. KILLIJEFFER. Perhaps not in every case, but in mosb cases the

prices have been about the same here and abroad.
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Senator JONES. If you have no foreign trade at all how do you
expect to get paid for what you send abroad?

Mr. KILI.IFFEn. That is one of our chief worries.
Senator MCCU nBER. Before you proceed any further with the

testimony, I think the committee owe an apology to the Tariff Com-
mission for keeping them here all (lay waiting to be heard. They
have been very patient, and we have given them encouragement every
few minutes that we would call upon them, but it is getting so late
now and there does not seem to be any end to this testimony, that I
think it but fair to the commission to say that we will excuse them
until to-morrow morning.

Senator Silmoxs. And hear them "the first thing in the morning ?
Senator MCCUMBEH. And try to hear them the first thing in the

morning.
Senator SMOOT. Are we not through with the embargo question?
Senator LA FOLLE'rrE. Oh, no.
Mr. KILLIJEFFER. I am all through, Mr. Chairman, unless somebody

desires to ask me some questions.
Senator MCCUMBER. lfas anyone any questions that they desire

to ask the witness?
(No response.)
There will be no further testimony this evening, ani there are no

other witnesses-- n
Senator LA FOLL.rrE. There are some other witnesses here, Mr.

Chairman. I gave you a list of them.
Senator MVU vunIER. If you have some other witnesses we can just

as well continue until 5 o'clock.
Senator LA FOLLETTE. Fifteen minutes is not any time in which todeal with this question.
Senator MCCU.BER. I know, but it will be so much less for to-

morrow, if we can finish to-morrow.
Senator McCM BnE. State your name, place of residence, etv.

STATEMENT OF EABL :. W. RAGSDALE, NORRISTOVN, PA.

Mr. RAOSPALE. My name is Earl J. W. lapgsdale and my residence,
Norristown, Pa.; my business is the die-ca:;ting business,.which means
the casting of nonferrous metals in a permanent mold. It has no
relation to the dye industry.

Senator LA F6LLETE. Were you in the service?
Mr. RAGBDALE. Yes, sir; about 10 years in the Regular Army.
Senator LA FOLLETrE. What was your rank when you were in the

Army, or what rank (lid you attain?
Mr. RAOSDALE. I resigned with the rank of lieutenant colonel of

t h2 Ordnance Department.
Senator 1A., FOLLzrTF. What connection did you have, if any,

with the production of gas or chemical warfare?
Mr. RAOSDALE. In 1915 Gen. Crozier, then Chief of Ordnance, sent

for me to come to his office as an assistant. One of the duties that
were assigned me was the study of the new weapons which had come
up in the course of the war.' Trench warfare had brought out a
number of weapons, including gas, with which we had no familiarity.
no design, or any knowledge of where the munitions could he manu-
factured in this country.
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At the outbreak of the war Gen. Crozier assigned to me a section
of his office, known as the trench warfare section.

Senator L.% FOLLETTF. Do you mean at the time of our entrance
in the war or at the outbreakIof the Buropear, war ?

Mr. ,OSDALE. I mean at the time of our entrance into the war.
Senator LA FOLP.ErrK. That would be early in 19171
Mr. RAOSIALE. Yes, sir. Among other new instruments was the

use (if chemicals. I had made, previous to our entrance into the
war, a small study of the chemicals employed, and accumulated
such data as were available and had made a tentative survey of the
chemical industry in general of the country and the condition which
confronted me thien would be about the same as the condition which
might confront the Chief of the Chemical Warfare Service 10 or 15
years from now; in other words, the condition of utilizing those
existing indstries to the best advantage of the Army and the Navy.

Senator LA FOLL.rE. Those were industries that were established
in peace and for peace conditions?

Mr. IAOSDAI.N. Yes. sir; and which had not adapted themselves
to war conditions.

Mv scope did not include that of explosives, although just up to
the time we entered the war I had the explosive desk as well.

Senator LA, FOLLETT.. Now, go right ahead and state what you
flnd the conditions to be and how rapidly you were able to develop
gases for chemical warfare.

Mr. RAOSPALE. The knowledge that poison gas had been used on
the other side found us without any information or data as to how
such were used, how such were prepared, nor did we have facilities
for investigating them. Without awaiting the authorization of
chemical Iaboratories as would be necessary to do so, we utilized
other Government agencies, particularly the Bureau of Mines.
This bureau assisted us in rounding Ue those manufacturers of
chemicals, in general, which might he of assistance to us in the
event of our entering the war, and this bureau further got for us a
list of names of chemical engineers whose services would be necessary,
should we find it impossible to evade the issue, namely, the war.

The information which came to me was entirely sincere, and in
tie light of perspective, after years have gone by, was not wholly
true. One thing which impressed me was that we did have a
chemical industry of which we could take pride and upon which the
War Department could rely.

Senator LA FoLvrrE. You speak now of the general chemical
industry?

Mr. J(;AOSDALE. Yes, sir; I wish to make that later very clear.
I found upon slight investigation that reference was made to the

dyestuffs industry. There were very few plants in this country
which were equipped to make dyestuffs. On the other hand, our

general chemical industry was very capable. I found at Niagara
Falls a chlorine capacity which surely was greater than that of
England; I found one plant there, the Hooker plant, with a capacity
of 40 tons of chlorine a day. There were two other chlorineplants
operating. I also found a process there which, to my mind now
equals or is better than any other process of manufacturing chlorine
in existence. So my original apprehension about the manufacture
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of chlorine was not borne out by the evidence brought in. It is
interesting also to note that we did not use any of this capacity.

Senator LA FOLLETrE. Why not?
Mr. RAOSDALE. There were other reasons-one was transporta-

tion; second, that c hlorine was used more o. less as an intermediate
in the manufacture of toxic gases. That, again, involved the ques-
tion of transportation of highly concentrate materials.

It was also considered better policy to concentrate our poison gas
manufacture in one location, where we would have it under entire
military control, where we could'do all experimentation that we
thought necessary without spying eyes.

We also felt it was necessary that the complete handling of these
toxic materials be under the same head. The advantage of this was
afterwards borne out. The centralized plant was at Edgewood
Arsenal. I con.tved the Edgewood Arsenal, and it was built under
my direction. although it was completed and amplified later under
the .Chemical Warfare Service, which was later organized in the early
spring of 1918.

At that time it was appreciated that the chemical side of warfare
would assume a far greater importance than any of us had over
imagined. It was thought best to remove it from my division, where
it was only one of six other sections, and to make a complete service
out of it.

It is interesting to note what our plans were at Edgewood Arsenal
and how they compared to the capacities of the other nations." My
original plan was for 300 tons of chlorine a day. The Secretary of
War cut this to 125 tons of chlorine a day. This plant was built forthat capacity.
Another plant had a capacity of 40 tons of phosgene. The com-

plete capacity was never realized, although I understand that 25 tons
could be produced.

We had a capacity of from 15 to 25 tons of chloropicrin a day.
As this committee is interested in the dyestuff manufacturing,

and as phosgene is the chemical which I chiefly recognize as entering
into the dyestuff industry, I must say that against the capacity of
40 tons a day at Edgewood Arsenal, I would hesitate to say that the
entire United States would use over 100 tons of phosgene a year.

I would like to go back to how I found the dyestuff industry. As
I have said, it was a very small industry in this country, but what
we did find was not encouraging toward the production of toxic
materials.

As I look back over my organization of those chemists who were
personally in charge of the producing units and under whose direction
the various materials were manufactured, I do not recall the name of a
single one who was associated with the dyestuff industry in this
country. The chemists who had the greatest responsibility were
recruited from the educational institutions and from the large
chemical manufacturers, such as the Du Ponts, Semet-Solvay, and a
number at Niagara Falls.

I have been noting in the newspapers the comments which the
facts before this committee have provoked and contrasting some of
the statements with the conditions I found.

The chemical plant at Niagara Falls which produced phosgene did
so under compulsion, true, not physical but moral. The correspond-
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once files of the trench warfare section of the Ordnance Department
will show numerous telegrams urging to be relieved of the responsi-
bility.

T e Semet-Solvay Co., after looking into the matter, flatly refused
to manufacture either phosgene or chioropicrin.

The Stanford Synthetic Color Co. was in a bad financial way and
undertook to manufacture chloropicrin. Officers from my office had
to be sent there to not only take charge of the plant but to work
out the process.

If chemical warfare had opened up to our young dyestuff industry
such a wonderful vision as now appears, I should hlave expected a
more willing cooperation. The willingness that I did find was one
of pure patriotism rather than the idea of entrenching themselves in
an industry which would thrive after the cessation of the war.

As for the dyestuff industry being regarded as a potential military
strength, it unquestionably is. No more so, however, than the entire
chemical industry of the United States. This industry has thriven
in the past and was very strong when we entered the war. Personally
I am still interested in the potential military strength of the country.
and I should like to sea any condition brought about which would
develop this industry as a whole and along healthy lines.

Senator JONES. Woild it interrupt your train 6f thought if I were
to ask you what percentage of the chemical industry of the country r,s
a whole would be represented by this dye industry'if it manufactured
all the dyes that this country could use?

Mr. RAGSDALE. Senator Jones, I would not be in a position to
answer that line. The dyestuff industry has enjoyed a remarkable
impetus during and since the war, and a great deal of attention has
been attracted to it. It has been given a great deal of publicity, and
that in turn must have attracted capital. So that while our dyestuff
industry at the outbreak of the war was almost a negligible percentage
of the total chemical industry, it has unquestionably assumed a pro-
portion of the total chemical industry which we can not overlook.

Senator McLEAN. Did you have the benefit of the experience of the
Allies in the war to any extent?

Mr. RAGSDALE. That depends upon the time. Prior to our en-
trance into the war we had no cooperation from our Allies.

Senator McLEAN. You did not need it?
Mr. RAOSDALE. No, sir. We had agents and officers abroad who

furnished us with such information as we had, which was very meager.
As soon as we entered the war the French dispatched to this country a
very able officer and later, at my request, two British chemical manu-
facturers came to this country and greatly assisted us-

Senator McLEAN (interposing). You followed their advice?
Mr. RAGSDALE. In the inception of what later developed into the

Edgewood Arsenal. As to the production-
Senator LA FOLLETTE (interposing). Were they dye manufactur-"ers or general chemical manufacturers ?
Mr. UIAGSDALE. None of them were, sir. They had had their ex-

periences primarily during the war.
As for the quantities which we had in mind, we determined that

ourselves.
Senator MCLEAN. Oh, certainly.
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Mr. RAGSDALE. And I must say that they thought we were nothing
short of crazy. Our plans were to have a toxic gas program which
would equal that of Germany, plus that of France and England.
We plotted a chart showing from the first use of gas how the per-
centage of gas shell had increased aid the percentage of toxic mate-
rials in general, and we merely exterpolated that curve and then went
some over it.

Their criticism--referring to our Allies-of this enormous plant did
not recur when we commenced shipping at their urgent request toxic
materials to both England and France.

Senator McLEAN. Ct in organizing your plant for the purpose of
furnishing toxic materials, you had the advice of the English and
French representatives I'

Mr. RAOSDALE. Yes; we sought that advice.
Senator McLE.,N. You sought it and you followed it. Now, it is

unnecessary to remark that if we had been isolated and could not have
had that assistance we would have been at something of a handicap,
but never mind that. When did you say you entered the service?

Mr. RAGSDALE. In 1910.
Senator MCLEAN.. And how long were you in the service?
Mr. RAOSDALE. A little over nine years.
Senator MCLEAN. When did you leave the service?
Mr. RAGSDALE. I left it in 1919.
Senator MCLEA'X. Is this organization carried on now?
Ail'. RAOSDALE. It is; under the name of the Chemical Wai-fare

Service.
Senator McLEAN. And you are not in the service now?
Mr. RAOSDALE. No, sir; I have no connection with the service.
Senator S3IOOT. What is your present occupation?
Mr. RAGSDALE. I am a manufacturer of castings of nonferrous

metals.
I have no interest in either side of this controversy except my

natural interest that the military strength of the country be not im-
paired, but I am also interested that its finances be not impaired.

I would like to answer your question. To get back a out our
advisers from abroad, two of those advisers were purely of a military
nature. One adviser arrived after our plans for the manufacture of
chloropicrin had been completed, and he gave us many points which
were helpful.

The majority of our technical information came through those
officers associated with our chemical industry and educational insti-
tutions of this country, and from my associating with them I know
their minds, in which the Nation can take pride, and I know they were
actuated by the purest motives of patriotism and accomplished a
great deal in a short time.

Senator LA FOLLETTE. How much advantage would you derive
for the chemical warfare in the future by the establishment of the
dye industry in this country, taking into account the very large and
complete equipment which the country has in general chemical pro-
ductionI

Mr. RAGSDALE. My knowledge of chemical warfare leads me to
believe that it is not in a crystalized state. I have a greater knowl-
edge of ordnance.
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During the war little really phenomenal ordnance came forth.
Everything that came out was a development step by step and a
log il, development on what had gone before.

1 think cheinical warfare has an enormous future. If I were again
to associate myself with the service I should prefer to go into that
branch. I think warfare of the future will rely more and more on
chemicals, but I also think that we to-day have no idea of the form
in which chemical warfare of 10 or 15 years hence will take than we
have whether war will be abolished or not. On the other hand,
ordnance has been, as I have said, a logical development. When the
Germans opened up with the 75-mile gun on Paris we found that
Gen. Crozier had fired a gun with a velocity in 1906 which would
have given almost like range. It was not new to ordnance engineer-
ing; I mean it was not beyond their conception.

The conception of a chemical warfare or toxic materials used in
warfare was certainly beyond our stretch of imagination in itself. We
refused to believe the first reports that came in that the Germans had
used chlorine.

In the brief history of. chemical warfare it has undergone such
changes and so many new developments have been brought out that
I would hesitate to predict in which way, manner, or form the future
use of chemicals will take.

Senator L FOLLETT]E. How about our development in that
respect compared with that of the Germans?

Mr. RAGSDALE. We followed her.
Senator McLEAN. How do you know that some chemists in a dye

factory will not discover the controlling gas in the future I
Mr. RAGSDALE. It is very possible he would, sir.
Senator MCLEAN. I understand you to say that you did not think

the dye industry was of any consequence.
Mr. RAGSDALE. I spoke of the past.
Senator MCLEAN. We are figuring on the present and on the future.
Mr. RAGSDALE. I would not assume that the inventor of the key-

note of chemical warfare would come from the dye industry any more
than he would come from-well, the tannery interests or something
else. I think the chances are more likely that he would come from an
educational institution, which, of course. is again dependent upon the
general chemical needs of the country, because if we have no needs
or chemists "we will have no chemical institutions.

It is remarkable in speaking of these discoveries of the key gas,
and it runs through the entire history of warfare, that there has not
been yet anything invented that has not a counter instrument.

Senator LA FoLLETTE. For defense ?
Mr. RAOSDALE. For defense; even the submarine. We found the

instrument was expensive, but we also found that we could keep the
submarines down.

I think in the history of warfare the submarine enjoyed probably
for the longest period of time a free field.

Senator SMOOT. Are you a chemist yourself?
Mr. RAGSDALE. No, sir; I am not.
Senator SMooT. The chlorine plant at Niagara Falls existed before

Europe went into the war i
Mr. RAGSDALE. Yes, sir; the Hooker plant at Niagara was built a

good many years before we went into the war. It is true they did
81527-22-D E-27
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not make chlorine gas. They made bleach and they had a very good
process and had done a great deal in that direction. The use of
chlorine was then becoming greater and greater, owing to its exten-
sive employment in sanitary engineering, such as chlorinating of
water and sewage, and it was used either in its liquid form or as
bleach.

Senator JONES. If I get the drift of your testimony, it is about
this, is it not-that while the chemical forces engaged in the dye in-
dustry would probably be valuable in the time of warfare, there is no
reason to suppose tha1 they would be more valuable than chemical
organizations engaged in other lines; is that your thought?

Mr. AGSDALE. f should hesitate to say this is greater than that,
because the chemical warfare of the service mightlean more heavily
on one phase of the industry than on the other. I will grant you
that the training of a chemist in the dye industry is a severe one, and
one which fits him to undertake the research work which is so essential
to the improvement of existing chemical weapons or the invention of
new ones. But I mean to inter that emphasis should not be placed
on the dyestuff industry rather than on any of the other manifold
phases of the chemical industry.

Senator JONEs. That is what I was wanting to bring out. I
assume that that was your notion; in other words, that there are other
chemical organizations engaged in other lines which you think would *
be as valuable in chemical warfare as the dye industry organizations.

Mr. RAOSDALE. Yes, sir. In other words, if there were given to
my control funds to subsidize industries for their potential military
strength, I would certainly be subjected to severe criticism if I placed
it in any one phase of the chemical industry, be it dyestuff, be it
sugar, be it any other thing. It is quite conceivable that tile b
product of sugar manufacturing or some other manufacture may be
the raw material from which this key gas the Senator has spoken
about is ultimately derived. I know that during the war we under-
stood that the Germans were making a terrible gas which would
penetrate our gas masks and have a terrible effect, and they were
making it from the seed of some rare plant in Venezuela. We aftor-
wards found out there was nothing in it. But still it was so con-
ceivable at that time that a corps of chemists were put on the trail
of this information to find out whether there was any truth in it.

Senator SUTHERLAND. To what branch of the chemical industry
would you go to get the most highly skilled chemists in the world
to-day, if you were looking for themI

Mr. RAOSDALE. I think that would provoke interprofessional strife.
Senator SUTHERLAND. I want to get your opinion about it.
Mr. RAGSDALE. I do ,think, though, that the dyestuff industry

requires chemists of as great ability as any other phase of the general
chemical industry.

Senator SUTHERLAND. Have you any knowledge as to where the
Germans drew most largely for their chemical skill with reference to
the manufacture of these noxious gases that they used?

Mr. RAGSDALE. Of course, the dyestuff industry played a larger
proportion of the German chemical industry than it did with us or
does with us now.

Senator SUTHERLAND. That is only due to the fact that our dye-
stuff industry is comparatively undeveloped?
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Mr. RAOSDALE. Yes, sir; so that it would be natural that a larger
proportion of the chemists whose activities were diverted to military
lines should come from the dyestuff industry than did obtain in this
country.

Senator SMOOT. Who were the men who actually worked out the
formulee for the poisonous gases used by America in warfare?

Mr. RAOSDALE. The actual formula, or, more properly speaking,
analyses of the gases which we originally used came from abroad.
Our agents and officers sent us that information.

Senator SHOOT. Did they come from the dyehouses or chemical
concerns or from officers of the French or English armies?

Mr. RAOSDALE. The two gases used most largely, being phosgene
and chloropicrin, were used by the Germans, and phosgene and
chloropicrin were known, although sparingly known, in this country;
and then it devolved upon us to work out a process for the manu-
facture of these in the United States.

Senator SMOOT. You mean the officers of the Army?
ir. RAOSDALE. I mean the officers of the Army.

Senator SMOOT. And did they work that out I
Mr. RAGSDALE. They worked the process out by themselves, and

the phosgene was first produced at the plant of the Oldbury Chemical
Co. at Niagara Falls.

SenatorSmooT. Was that produced before we went into the war?
Mr. RAOSDALE. I think it was shortly afterwards.
Senator SMooT. You did not furnisli, then, our allies with any

phosgene?
Mr. RAOSDALE. We did not, sir; not before we entered the war.
Senator McLEAN. You mean that the military men worked out the

formulae?
Mr. RAOSDALE. I mean those chemists who were thrown into the

military service worked out those formula. They were not difficult.
Senator MCLEAN. They had the benefit of the experience, of

course, of the chemists of the Allies?
Mr. RAOSDALE. They were trained chemists. We had the formulae

for both chlorpicrin and phosgene worked out and production methods
drawn up before we had any information from abroad.

Senator JONES. Those gases used in that warfare were known gases
before the war, were they?

Mr. RAGSDALE. Yes, sir; they were recognized. Phosgene had
been used in the dye industry and is still used in the dye industry.
I do not know any commercial use for chlorpicrin. There is one or
two uses, but I am not acquainted with them.

Senator ,JONES. Then, there was no discovery of a new gas for the
war?

Mr. RAOSDALE. I was going to continue my argument, that after
the Chemical Warfare Service was created and Gen. Sibort was
,put in charge of that as a separate service my further connection
with it was purely one of personal interest, and I followed it as closely
as I could as an interested audience rather than actually participating
in their activities. So that I am not thoroughly familiar with the
developments which came just prior to the armistice. I understand
these developments were very praiseworthy, and that the work
which had been inaugurated earlier had come to some fruition. But
I can not speak of the newer gases.
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Senator LA FoLLzT. May I ask your opinion of this statement?
Dr. Reese, director of the E. I. du Pont C., said, before the annual
convention of the Cotton Manufacturers' Association, May, 1918: "

There has also been ruch talk in the papers with regd to the wonderful advantage
Germany had on account of her extemive dye industry, in that she could immediately
turn all the great dye plants into munition factories.

I do not consider that the presence of the factories themselves was a matter of very
great importance to the Germans. It might have been an important factor in a smail
war, but the requirements for this great war have been such that their mere existence
have been a very small factor. .

What do you think of that statement?
Mr. RAOSDALE. I could not very well contradict it, because it was

practically the argument on which I based my request to have funds
appropriated for the Edgewood Arsenal, that oven the chemical
industries of this country were not adequate to take care of the
enormous needs for chemicals as I then foresaw them; and I think
that was unquestionably true of Germany, although Germany did
more intensive developifg in an industrial way than we did. Wat
I mean is, with the capacity for minuteness that the Germans unques-
tionably haie, they could go into a garage and make munitions.
We are not psychologically so situated; when we want to make
munitions we ave to nave the proper plant and appliances, and we
have to do it right. So that in Germany I think they utilized their
small plants to tar greater advantage than we did.

Senator LA FOLLEITE. Mr. Ragsdale, do you think you can get
through your testimony to-night, or do you prefer to go on to-morrow?.

Mr. RAOSDALE. Yes, sir; I think I can finish this evening. I have
prepared nothing for this committee. I was merely requested to
come up here to give the committee the benefit of my information.

Senator LA FOLLETTE. If he has finished, that is all.
Senator SUTHERLAND. Which of those gases, phosgene or chlor-

picrin, do you consider the most efficacious?
Air. RAGSDALE. Phosgene is unquestionably the most deadly

material there is.
Senator SUTHERLAND. That, you say, was used largely in the

developing of the dye industry, was it not?
Afr. VAOSDALE. Yes, sir; that was known in the dye industry and

used in the dye industry.
Mr. MEVz. Sixty-four tons were used last year in Germany.
Senator SUTHERLAND. But they had to study that gas?
Air. RAOSDALE. Yes, sir. We found people in this country who

know how to make phosgene, but they did not know how to make
it at the rate of 40 tons a day. That was the problem which con-
fronted us. We could make 3 tons a day at Niagara Falls.

Senator SUTHERLAND. If you had not known about the gas and
how to make it, you could not have made it even in small quantities ?

Mr. RAGSDALE. No, sir; and naturally much less a large quantity.
Senator I.A FOLLETTE. I think that is all, Colonel. Mr. Chair-

man, I desire to introduce into the record at this point extracts
from the address of Dr. Reese, from which I just read, and also a
quotation from the United States Department of Commerce, and
aso a statement made by Dr. B C. Hesse, an eminent American
chemist before the Franklin Institute. November 6, 1919, and I
hand it to the reporter.

The CHAIRMAN. The statement will be printed as requested.
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(The matter referred to is as foUows:)
Dr. Reese, director of E. I. du Pont le Nemours & Co., said before the annual

convention of the Cotton Manufacturers' Association in May, 1918:
"There has also been much talk in the papers with regard to the wonderful advan-

tage Germany had on account of her extedsive dye industry, in that she could imme-
diately turn all the great dye plants into munition factories.

"I do not consider that the presence of the factories themselves was a matter of very
great importance to the Germans. It might have been an important factor in a small
war, but the requirements for this great war have been such that their mere existence
must have been a very small factor.

"However, the real assistance that Germany obtained from the existence of these
factories came from the chemical organizations which they maintained. As this war
has become, in a sense, a chemical war, these chemical organizations in the German
factories have been able to aist the Government very materially in its prosecution.

"Now, what were the conditions in this country? There was no dye industry of
any great magnitude, but there was a well-organized explosive industry with a well-
organized chemical organization. I might say that at the beginning of the war the
du Pont Co. had in the neighborhood of 400 chemists in their employ, many of whom
were functioning along the lines above indicated.

"The first effect of the Great War was to call upon this organization to meet prob-
lems which seemed to be almost as insolvable as those presented by the dye situation,
since many of the raw materials necessary for the manufacture of munitions had been
secured in Europe just as the dyes had been.

"This organization. however was able to meet the situation in such a short time
that the want of these materials did not occasion a day's delay in the production of
powder. One of these materials, diphenylamine, which is an intermediate in the
manufacture of dyestuffs, was produced on a laire sale, and three separate and dis-
tinct processes were developed for its production. Dimethylariline, another dye
intermediate, was necessary for the production of tetranitromethylaniline, commonly
called tetryl, and had to be produced and a satisfactory process for its production was
developed in ample time, as well as for the production of tetryl.

"These accomplishments gave courage and confidence to the chemists of the du
Pont Co., and from the fact that this organization was manufa turing and using all of
the basic raw materials necessary for the manufacture of dyes, namely, sulphuric
acid, nitric acid, benzol, toluol, zylol, naphthalene, nitrobenzol, aniline, and picric
acid, it was perfectly natural to consider the possibility of entering this great
ind'st ry."

The United States Department of Commerce in its report for October 1920, says:
"With the return of peace it is evident that whatever the demand for dyes made

in Germany may be, that country will never regain its lost supremacy in the world
trade in dyestuffs. ' * * The United States has abundant coal to supply the raw
materials for making aniline dyes. Private capital has been supplied as fast as it
could be utilized In establishing scores of factories and in training skilled operatives
and chemists for actual and experimental work on a large scale. There has been an
increasing tendency since 1916 to centralize or consolidate the domestic enterprises
in order to cut overhead expense, utilize all by-products, and reduce the price of
finished dyes. This has not only increased production but has developed the for-
eign trade as shown by the wide distribution of American aniline dyes exported in
the calendar years of 1918 and 1919. * * * The world-wide shortage of dyestuffs
and the rowing demand for both quality and variety of such materials offer every
opportunity to extend the foreign market for American colors. * * * Germany,
it is now conceded, will not be the strenuous competitor she was formerly in the
foreign trade. Switzerland is the only country, other than the United States, now
making aniline colors sufficient to meet Its own requirements and able to export on
a large scale and the Swiss are dependent on other countries for the raw materials."

Dr. B. C. Hiesse, an eminent American chemist thoroughly familiar with the situa-
ion, who was chaJrman of a committee of the American Chemical Society in 1916

which made recommendation for protective rates very similar to those finally approved
in the present Hill bill, and who is now an advocate of licensing, said before the
Franklin Institute on November 6 1919:

"To particularize: In the explosives industry the coal-tar portion is very simple, the
testing out of new products very complex and detailed; hence the invention, develop-
ment, and manufacture of explosives from coal-tar materials is properly wholly an
affair of the explosives industry, so highly and efficiently productive and progreiive
with us and not of the still-to-be-created dye industry. The invention, development,



and distribution of photographic chemicals properly belong to the photographic in.
dustry, now and for a long time pat so wel [developed with us, and their manufac-
ture belongs to our well-developed organic and fine chemical industry and not to
the infant dye industry.

"The dikovery of new synthetic remedies is properly the function of the many
medical institutes and schools of research in this country; they can be manufactured
by our organic and fine chemical industry, helped out by our large pharmaceutical
factories and distributed by the latter; synthetic flavors and perfumes have for years
been successfully made here at a number of establishments, and they have also con-
ducted much of the research in this field; there is no reason, compelling or otherwise,
why the struggling dye makers should share their work. In the manufacture of
toxic and like gases for military purpoees, whose invention and development belong
to the Chemical Warfare Service, the largest single material involved and at the same
time the one most difficult to transport is chlorine, which in 1914 was normally made
in 23 different factories In this country, and in an amount approximating 65,000 tons
annually, while during the war we made a total of but 12,000 tons of toxic-R&S war
materials; their manufacture, therefore, should be linked up with our going chlorine
Industry.

"The coal-tar materials needed in any or all of these arts of peace are, and have
been, obtainable if we only wanted them, in any needful quantity and quality, with.
out in daily way calling upon the dye maker for them, their total requirement being
under 300 tons per year. For each of these important collateral developments we
have domestic industrial points of attachments and growth of long and firmly estab-
lished competitive ability; would it not be the very height of folly to ignore them
and to stake our entire future in these fields wholly upon the dye industry, whose
future with us is by no means established? I am thoroughly convinced that no one
can seriously or for long take any other view than the forego in w can surely have
all of these other industries in the highest possible state ofeflciency if we only will
whether we have a dye Industry or not. That we should have our own supply ok
dyes is the only reason for having a domestic dye industry. The waritself proved.that
conclusively and beyond quest ion."

The CHARMAN. The committee will now stand adjourned until
to-morrow morning at 10.30 o'clock. The witnesses are excused.

(Thereupon, at 5.30 o'clock p. m., the committee adjourned to
meet to-morrow, August 10, 1921, at 10.30 o'clock a. m.)

Wednesday, August 10, 1921.

The committee met, pursuant to adjournment, at 2.30 o'clock p.
m., in room 312, Senate Office Building, i1on. Reed Smoot presiding.

Present: Senators Smoot (acting chairman), McCumber, La Follette
Dillingham, McLean, Watson, Calder, Sutherland, and Jones.

Present, also, Senator Edwin F. Ladd, of North Dakota.
Senator SMOOT. Senator Ladd, the committee would be very glad

to hear you on the question of the embargo on dyestuffs. Kindly give
your full name to the reporter.

STATEMENT OF SENATOR EDWIN FREEMONT LADD, OF NORTH
DAKOTA.

Senator LADD. Mr. Chairman and members of the committee, I
simply desire to come before the committee and record my interest
in American organic chemistry and the chemical industry in this
country. For nearly 40 years I have been engaged as a research
chemist, and in chemical laboratories as a teacher. I have seen in
the past the need of building up organic chemistry, which has not
been made possible because of the fact that the Germans had appar-
entl complete control of manufacturing and supplying the needsof Mhs country.

I feel that if England and France and Italy and Japan found it
necessary to place an embargo on dyes for a certain length of time,
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on dyes made in those countries and to afford protection to those
that are to be built up, the United States ought to do the same..
thing. I do not feel that it is likely that a tariff, however high
it may be placed, will enable the organic chemical industry of this
country to develop as we hope for.

I have heard considerable and read considerable on the question
of a monopoly in the dye industry. I doubt very much that that is
true in any real sense of the word. If there is to be a dye mo-
nopoly I would rather see it in the hands of the American manufac-
turers, where they can be controlled by Congress and the American
people, rather than in the hands of foreigners. I think we can render
a distinct service at this time to chemistry and to the industries of
this country by protecting the organic chemical industry and the
dye industry, to furnish means of training our young men who are
graduates of educational institutions in chemistry for work along
the lines and in the lines necessary for development of the industry
in this country. If we are to be drawn into another war at any time
it seems to me that we will be in a very poor position unless our
organic chemistry and our institutions for manufacturing organic
materials of all classes are well protected.

I do not know that I have anything more to say. I simply desire
to lace myself on record in connection with this question.

Senator SMOOT. Have you studied the question as to whether the
amount of dyestuffs that are being made in this country can, with a
reasonable protection, compete with Germany or any other country
in the world?

Senator LADn. I have not to that extent, because I have not gone
into that phase of it.

Senator SMOOT. If there were 90 per cent of all of the dyes made
in the United States consumed in the United States, would you feel
that we ought to put an embargo on all of it, and particularly such
an embargo as we~lave in this bill, an embargo on the goods that we
do make enough of and not on the goods that we do not make
enough of ?

Senator LADD. That would be a difficult matter to say without
knowing what particular ones they are. If we made 90 per cent of"
all the dyes sold in this country and needed in this country there
might not be the necessity for an embargo; but I question, at least
in my own mind, whether that is true when you take into consider-
ation all the types of dyes and all the dye preparations.

Senator SMOOT. If the dye manufacturers themselves would testify
to that you would think it was all right, would you not?

Senator LADD. If they testify to that and it covers some of the
information as I heard testimony while I was here I would not want
to accept it on that basis. My understanding is that the vat dyes
are not very generally made in this country.

Senator SMOOT. Hardly any of them are. That is the 10 per cent.
Senator LADD. The question is whether those other dyes can

compete against the foreign dyes if they are not protected.
Senator SmooT. We are exporting $32,000,000 worth.
Senator LADD. Have we not decreased that amount very materially

during the past six months?
Senator SMOOT. No. In 1920 there was nearly 50 per cent more

than in 1919. In 1919.there was 50 per cent more than in 1918.
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Senator LADD. How about the first six months of 19211
Senator SHooT. We have not that report yet.
Senator DIILUNAM. And that was under an embargo.
Senator LADD. The understanding is that it has very materially

decreased during 1921. I am not in position to say.
Senator SmooT. If it has not, it has not followed everything else in

the world because everything else has decreased, whether embargoed
or not. I think you can not take a manufactured product in the
United States but what has decreased in manufacture and also in
consumption and in the exportation of it.

Senator LADD. I am not sure as to that. I would have to look up
the data on some of those points. I agree with you in general, but
not as to the organic chemical industry.

Senator MCLEAN. You think that protecting and encouraging
experiments in industrial chemistry are very important, do you
not, Senator?

Senator LADD. I certainly do. I consider it one of the most
important things in this country.

Senator MCLEAN. You look upon that as not only the key industry
but it is rather the master-key industryI

Senator LADD. It certainly is, and a large share of the organic
preparations used in the chemical laboratories are not to be had in
this country except by importation.

Senator MCLEAN. There is no limit to the possibilities of accom-
plishment in chemistry, is there?

Senator LADD. No, sir. If there were the same protection and the
same encouragement through means of employin our young men in
research laboratories, the United States could go forward very
rapidly, and has gone forward because of the protection it has had
during the period of the war.

Senator MCLEAN. You do not think it is worth while to take
chances in an industry of that importance?

Senator LADD. Not by any means. I would rather see a monopoly
in this country than to take any chances on it.

S enator MCLEAN. I aree with you.
Senator LADD. I thank you, Mr. Chairman.
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SOUTHERN TARIFF ASSOCIATION

STATEMENT OF E. P. WHARTON, PRESIDENT OF THE NORTH
CAROLINA DIVISION, SOUTHERN TARIFF ASSOCIATION.

The CHAIMAN. What is your occupation I
Mr. WHARTON. I am president of the Greensboro National Bank.
The CHAIRmAU. You recently attended a convention, did you not?
Mr. WHARTON. Yes.
The CHAIRMAN. Was the convention held at Savannah ?
Mr. WHARTON. No; at Greensboro.
The CHAIRMAN. Will you state the nature of the convention and

what you have in mind to call to the attention of the committee ?
Mr. WHARTON. Yes. I have brought with me some resolutions

from the Southern Tariff Association which held a meeting in North
Carolina-the North Carolina division of it-at Greensboro, N. C.,
on yesterday and the day before. I would like to read the resolu-
tions.

The CHAIRMAN. You may go ahead in your own way. I want to
state, for your information, that I have sent a telephone notice to
all the absent members of this committee informing them that you
and your associates are proceeding to address the committee.

Mr. WHARTON. I thank you very much.
Senator REED. I want to say, Mr. Chairman, that they are voting

on a bill in which a great many are interested. They are voting on
different phases of the bill.

The CHAmmAN. I realize, of course, the number of engagements
the Senators have and my only thought was to properly call the
attention of the gentlemen to the fact that ample notice has been
given.

Mr. WHARTON. This meeting was held on the 15th and the 16th
at Greensboro, N. C. We were asked to join the Southern Tariff
Association. I hesitated, as I thought we were ably represented in
both branches of Congress-that is, in the House and in the Senate;
and since this was so, I thought it was unnecessary, but after dis-
cussing it with others wd thought it could do no harm at least to get
together and talk the matter over in a meeting and thus become
better informed ourselves.

The WRMAN. What States were represented I
Mr. WHARTON. This was only the North Carolina division, but

there were about 13 States represented at this meeting. There were
representative manufacturers and bankers of 13 States, but this was
really the call of the North Carolina people to meet. In fact, no one
took any part in the meetings, so far as voting was concerned, ex-
cept the people from North Carolina.
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The resolution adopted by the Southern Tariff Congress at Greens-
boro, on August 16, reads as follows:

We submit the following facts and recommendations:
First. That the tariff policy of the Sixty-seventh Congress was definitely settled

at the November election.
Second. That we recommend such tar".if schedules of southern products as will

equalize the cost of production is this country with that of foreign countries, so far
as may be consistent with the public welfare, such schedules to be so placed as to
fairly distribute the burdens among our industries without discriminating against
any sections, class, or product, to the end that there may be maintained American
standards of living in every line of effort.

Third. That wo are opposed to the doctrine cf free raw material on agricultural,
pastoral and mineral products.

Fourth. That we appeal to all Congressmen to give consideration to the economic
welfare of the South by favoring the same tariff policy for southern products that is
applied to the products of other sections.

I hardly think that is necessary, because I believe that the com-
mittee and Congress will be fair.

The CIIAIRMAN. I want to say for myself that I have been here
over 20 years and the location of any industry never made any differ-
ence to me.

Mr. WHARTON. We are sure of that. I did not place much im-
portance on that part of it.

Fifth. That agricultural, pastoral, and mining products of the South do not come
in competition with the products of our debtor nations and the tariff levy will, there-
fore, not interfere with the payment of our foreign loans.

We were discussing the different phases of tne subject. I want
to say this is now approved by 248 banks in our State.

Senator REF.D. Hlow many banks are there in your State?
Mr. WHARTON. We have over 600, 1 believe.
The CIrMRAN. You may have inserted in the record, as part of

your remarks, thb list of banks. I have seen the list and exaniined
it carefully, and it is very impressive.

Mr. WJ1AIroN. Yes.

RESOLUTION ON PROTECTIVE TARIFF ADOPTED BY THE SOUTHERN TARIFF CONGRESS
AT GREENSBORO, N. C., AUGUST 16.

We submit the following facts and recommendations:
First. That the tariff policy of the Sixty-seventh Congress was definitely settled at

the November election.
Second. That we recommend such tariff schedules on southern products as will

equalize the cost of production in this country with that of foreign countries, so far as
may be consistent with the public welfare, such schedules to be so placed as to fairly
distribute the burdens and benefits among qll industries without discriminating
against any section, claS, or product, to the end that there may be maintained Ameri-
can standards of living in every line of effort.

Third. That we are opposed to the doctrine of free. raw material on agricultural,
pastoral, and mineral products.

Fourth. That we appeal to all Congressmen to give consideration to the economic
welfare of the South 'y favoring the same tariff policy for southern products that is
app lied to the products of other sections.

Fifth. That agricultural, pastoral, and mining products of the Soutrdo not come
in competition with the products of our debtor nations and a tariff levy will, therefore,
not interfere with the payment of our foreign loans. E. P. WHTO~No,

President North Carolina Division Southern Tariff Association.
Approved by a large number of the leading banks of North Carolina.
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RfESOLuMbON ON DYES EMBARGO ADOPTED BY THE SOUTHERm TARIFF C(NORESS
AT GREENSBORO, N. C., AUoUST 16.

Raoled That we favor such national legislation as may berequired to perman ntly
establish the dye industry in the United States, and that we consider as essentl 1 to
such establishment the continuance of the temporary embargo now in force underthe
emergency tariff act beyond its expiration date of August 8, and until such time as
permanent tariff legislation shall be enacted by Congress.

JAS. N. WILUAMSON, Jr.,
Chairman Manufacturing Diviuion Southern Tariff Asociotion.

Approved by a large number of the leading business organizations of North
Carolina.

Senator SMOOT. What other classes of business were represented?
Were other classes of business represented?

Nfr. WHARTON. Yes. They were manufacturers and bankers prin-
cipally.. The manufacturers seem to be very much interested in the
preservation of the dyeing interests in this country. Although we
do not manufacture dyestuffs in the South, our manufacturers seem
to be more interested in that subject than any other that came
before us.

Senator S&%ooT. What I had reference to was your resolution
ado pted on August 16 signed by two hundred and some odd banks.

Mr. WHARTON. Yes.
Senator SMrooT. Were the bankers the only ones that you couldget to sign this?ger. W ARTON. Those are the only ones we asked to sign. We

did not have time to go to everyone. I knew the bans. The
other inditries were not asked to sign. We did not have the time.

Snaior REED. Didn't you have a convention?
Mr. WHARTON. Yes.
Senator REED. Was there no one besides bankers at the convention?
Mr. WHARTON. Yes; there were merchants, manufacturers, and

bankers.
Senator REED. The manufacturers signed the last one of the

sheets which has to do with the dyes.
Mr. WHARTON. Yes.
Senator REED. But the bankers signed the other resolution?
Mr. WHARTON. Yes. That was not confined to those there.

Those who were not there were asked to approve this resolution by
letter or by wire.

Senator REED. Your general business men do not seem to be
represented. Their names do not seem to a ppear on either of these
shec, . You have manufacturers and bankers. The rest of the
business men do not seem to be represented there, except one lumber
concern.

Mr. WHARTON. There are two lumber concerns.
Senator REED. Do the lumber concerns want protection too?
Mr. WHARTON. I hardly think so. I think they were not asking

for -it. I do not think they came before you.
Senator REED. Are they interested in t o dyeing business?
Air. WHARTON. The manufacturers are interested in the dyeing

business. I would like to say, in that connection--
Senator McLEAN. I notice a great number of these men represent

the textile industry.
ir. WHARTON. Some of them are textile manufacturers. A great

many of them are, but not all of them.
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Senator MCLEAN. Are these firms in favor of an embargo on dyesI
Mr. WHARTON. The largest concern using.dyestuff in our State

and in the South, and one of the largest in the country, the Proximity
Manufacturing Co., has this to say-I would like to read what Mr.
Cone, representing that company, has to say.

The CHAiRfAN. Your purpose is largely to protect the live-stock
and agricultural interests of the South, is it not?

Mr. WHARTON. Yes; anything in the South.
The CHAIRMAN. Oh, I understand that.
Senator REED. How are you going to protect the live-stock

interests?
Mr. WHARTON. That is for the live-stock men to say. They will

come before you with a proposition at the proper time.
Senator REED. I notice several coffin manufacturers want a dye

embargo.
Mr. WHARTON. I want to say this: The manufacturers who were

present and those to whom we wrote or wired approved of it, whether
they were textile men or'not.

I would like to read an extract of an interview handed to me a few
minutes ago by Mr. Cone who is not interested in the dyestuffs at all,
but who is president of the Proximity Manufacturing Co., the largest
denim factory in the country, and using more dyes than any one in
the South, and probably nearly as much as any concern in the
country. This is an extract from an interview on yesterday:

So far as any fear of monopoly in the American industry resulting from a strict
embargo is concerned, I may say that the experience of the Proximity ,Mills with
American dye manufacturers has been such as to convince me that such a fear is ill
founded. We are largeitsers of dyestuffs. We use Eeveral of the basic dyes in large
quantities. We paid dearly for these in the first years of the war, but under the
preesuro of competition among three of the large American chemical plants we have
seen this war price gradually reduced, until now-we are pt-ying less than one-third the
peak price, and recently the reductions have been frequent.

From all information which I have at hand, the continuance of an adequate dye
embargo is quite as vital to southern textile mills as it is to national safety, and I for
one. am in hearty favor of it.

Senator S toor. The resolution which I have before me reads, in
part, as follows:

We favor such national legislation as may be requited to permanently establish the
dye industry in the United States, and that we consider as essential to such establish.
ment the ntinuance of the temporary embargo now in force under the emergency
tariff act beyond its expiration date of August 28 and until such time as permanent
tariff legislation shall be enacted by Congress.

Mr. WHARTON. Yes. I had not read the resolution. I was going
to read that second resolution indorsed by 185 of our manufacturers.

Senator REED. Do you believe that the South is particularly
interested in the dye industry in any way that the rest of the country
is not?

Mr. WHARTON. No, sir; I think not. I thihk the whole country
should be interested and should be considered.

Senator REED. You are asking for protection for the South. Of
course, you produce a great deal of cotton. Do you think there
should be any protection on common, ordinary cotton?

Mr. WIhRTON. Now, so far as details of that kind are concerned,
I am not able to answer. I do not raise cotton myself. We are just
out of the cotton belt. We think that when these people come up
and ask for anything, it deserves your careful consideration.

N I
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F' Senator REED. Yes. Do you think there is anything raised down
South that deserves protection?

Mr. WHARTo N. Yes; of course.
Senator SuooT. There would be cotton cloth.
Mr. WuARTON. And our beef interests in the Southwest.
Senator REED. How are we going to protect you on that I You

ship beef abroad) do you not?
Mr. WHARTON. What is the price of hides to-day?
Senator REED. Nothing.
Mr. WiARTON. I am not posted on the schedule part of it at all.

I wanted to ask a question about hides. They are shipped in here
in tremendous quantities.

Senator REED. Are they?
Mr. WHARTON. I understand so. You can tell from your records

whether I am correct or not. That was a statement nade before
the convention.

Senator REED. I want to ask you three or four questions.
Outside of what is called sea-island cotton, you produce a great

deal more cotton in the South than can be used in the South, do
you not?

Mr. WILRTON. I do not think the cotton people are going to ask
for protection in the South.

Senator REED. Are you suffering from the importation of cattle
in the South?

Mr. WHARTON. It was stated at the meeting that while hides are
by-products, they are a large by-product, and that they are selling
for almost nothing to-day.

Senator REED. I am speaking of live stock.
Mr. WHARTON. I can not answer you.
Senator REED. As a matter of fact, you used to get a great many

cattle from Mexico. You brought them into Texas and fed them
up and then you made money on them.

Mr. WIARTON. You are much better posted on that than I am.
Senator REED. Well, I will not ask any more questions.

STATEMENT OF A. B. HIGH, OF GREENSBORO, N. 0.

The CIAIRMAN. What is your occupation?
Mr. HIGH. I am a builder-a contractor.
The COAIRMAN. Will you state to the committee your views on

the subject?
Mr. JHIGi[. Mr. Chairman, I simply came as a messenger bearing

these resolutions. These resolutions carry the signatures of 400
business firms in our State. In addition to these signatures there
are many telegrams and signatures still coming in. This meeting was
held without any great preliminary work being done. The signa-
tures represent at least 400 concerns, and we simply desire to give
them to you that you may have some idea of the trend of thought
of the business men of that State. We are asking only that they
be recognized in considering the tariff bill. They are very much
interested in the dye industry. It seems that the users of dyes in
our country want good protection on dyestuff. Outside of that,
I do not care to go into details.

Senator REED. How did this meeting happen to be gotten up?
There seem to be two gentlemen here who are representatives, but
both of you do not seem to know anything about the matter.



768 TARIFF HEARINGS.

Mr. Hiou. Mr. Wharton is president of the North Carolina divi-
sion. As I stated before, I came simply as a messenger bearing
these resolutions. I may say that possibly Mr. Arnod, who is
secretary of the Southern Tariff League, may be able to answer your
questions.

The CAIRMAN. Mr. Arnold, will you answer these questions?
Will you please state your name for the record?

STATEMENT OF 1. A. ARNOLD, FORT WORTH, TEX., SECRETARY
SOUTHERN TARIFF ASSOCIATION.

Mr. ARNOLD. J. A. Arnold.
The CIAIRMAN. What is your address ?
Mr. ARNOLD. Fort Worth, Tex.
The CHAIRMAN. You are secretary of this association?
Mr. ARNOLD. Of the Southern Tariff Association.
The C]AIRSMAN. What is your occupation in addition to that?
Mr. ARNOLD. I give my entire time to that.
The CJIAIRMAN. Will you answer the questions put to you by

Senator Reed?
Mr. ARNOLD. Yes.
Senator REED. You had a meeting down in Greensboro, N. C.
Mr. ARNOLD. Yes.
Senator REED. Before I come to that, I want to ask you when this

Southern Tariff League was organized.
Mr. ARNOLD. The first meetings were held in Now Orleans on

October 9 and 10, 1 believe, of last year.
Senator REED. You had a great many oilmen there, didn't you?
Mr. ArNOLD. Yes, sir.
Senator REED. And you had some very prominent oilmen there,

as well as lumbermen, didn't you?
Mr. ARNOLD. If there were any of them there, I do not recall.
Senator REED. You had some lumbermen there, did you not?
Mr. ARNOLD. Well, Mr. Kirby is a lumberman. Lie is president

of our organization.
Senator REED. Do you favor a tariff on lumber V
Mr. ARNOLD. Our organization has not passed upon it.
Senator REED. Do you favor a tariff on oil?
Mr. ARNOLD. The organization has not passed on oil. This reso-

lution represents more nearly--
Senator REED (interposing). Do you favor a tariff on sea-island

cotton or on long-staple cotton?
Mr. ARNOLD. We are on record as in favor of it.
Senator REED. How much is produced in North Carolina?
Mr. ARNOLD. I do not know.
Senator REED. There is not any, is there?
Mr. ARNOLD. I do not know.
Senator REED. How much is produced in this country in propor-

tion to the total amount consumed?
Mr. ARNOLD. I could not tell you. We have a division of cotton

growers who know about that.
Senator REED. Do you claim that you represent the sentiment of

the South?
Mr. ARNOLD. I claim that these signatures represent the men who

signed.
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Senator REED. Yes; but 4o you claim that that is representative
of the sentiment of the South?

Mr. ARNOLD. I think it is a true reflection of it.
Senator REED. Don't you know that nine men out of ten in the

South are against a high protective tariff and always have been?
Mr. ARNOLD. That depends upon how you look at it.
The CHAIRMAN. Senator, you doubtless recall the Angora goat of

Congressman Garner's district. Under the revenue act of 1913 the
sheep of Montana were permitted to perish under free trade, while
a heavy duty was placed upon the hair of the Angora goat.

Senator REED. But that is not the question I am asking this wit-
nessI

Do you want protection on cotton seed?
Mir. ARNOLD. The organization stands for that.
Senator REED. Is there any cotton seed shipped in?
Mir. ARNOLD. I know of cottonseed oil. TIhere has been cotton-

seed oil shipped.
Senator HEED. I was speaking of cotton seed.
Mr. ARNOLD. I suppose SO.
Senator REED. Don't wo ship abroad a great deal of cottonseed oil?
Mr. ARNOLD. I could not say that. The cottonseed division of

our organization has that matter in charge.
Senator REED. Do you want protection on hides now?

ir. ARNOLD. Yes.
Senator REED. How many cattle does North Carolina produce?
Mv. ARNOLD. We have 18 States in our organization. This is

one division, one State division.
Senator REED. Did you have any cattlemen at your convention?

Are there any cattlemen's signatures attached to these resolutions?
Mr. ARNOLD. It was not worked among the cattlemen.
Senator REED. 'You have coffin men on the list, why not cattle-

men ?
Mr. ARNOLD. Only the manufacturers and bankers have been

circulated.
Senator REED. How many States are in this association?
Mr. ARNOLD. Thirteen States, including Missouri.
Senator REED. How man men were there from Missouri?
Mr. ARNOLD. I do not now. We had 13 States represented.

I do not know whether your State was represented or not.
Senator REED. I know the State was not represented. There

may have been a man down there. You would not want to tell me
that the people of Missouri favor these things.

Mr. ARNOLD. I ain sure they do. I think that reflects southern
sentiment.

Senator REED. I live i:- Missouri and I know it does not represent
the Missouri sentimenAt.

Mr. AnNOLD. We may hold a convention there to see.
Senator REED. Yes; you may do that. How many people were

at your convention ?
Mr. ARNOLD. We held 'our or five.
Senator REED. Take ie last one.
Mr. ARNOLD. About- 50.
Senator REED. What is the population of these 14 or 15 States '



TARIFF HEARINGS.

Mr. ARNOLD. Our congress has delegates who are sent to these
meetings.

Senator REED. Delegates from whom?
Mir. ARNOLD. From the organizations.
Senator REED. What organizations?
Mr. ARNOLD. The National Mohair Growers' Association, the

American Wool Association, and that line of organizations. We have
57 different industries.

Senator REED. Fifty-seven different industries. Do you claim
that any one of these organizations represents the whole industry?

Mr. ARNOLD. They are authorized spokesmen of that industry, as
near as I can get at it.

Senator REED. Let us see about that. Don't you know that,, as a
matter of fact, a few men in an industry join an organization, and
the organization then sends the men down to a convention, and that
is the way your convention is made up?

Mr. ARNOLD. Yes.
Senator REED. It is not made up of delegates assembled at public

meetings.
Mr. ARNOLD. These resolutions are signed.
Senator REED. Yes. You have 250 men out of about 40,000,000people

r. AnOLD. No. We circulated the bankers. No one else was
asked to sign.Senator REED. You have 240 bankers in North Carolina out of

600. How many banks have you in the 15 States?
Mr. AnNOLD. I do not know. We are not through with that

resolution vet.
Senator 'WATSON. Did you circulate your petition among all the

banks of the South?
Mr. ARNOLD. Only in North Carolina, to get the sentiment of that

State.
Senator WATSON. What was the size of that meeting? What was

the size of the last national convention of the 13 States?
Mr. ARNOLD. We just held one annual meeting. We will hold

another within a reasonable time. The last meeting was at Atlant'.
We called that our largest meeting, and all the States were repre-
sented.

Senator WATSON. How many were there?
Mr. ARNOLD. I suppose a couple of thousand.
Senator WTSON. A couple of thousand of business men repre-

senting all those States I
Mr. ARNOLD. We had 57 industries P'l represented by delegates

sent there for that purpose and authorized to speak for them and
authorized to join in this work.

Senator WATSON. How long did that congress last?
Mr. ARNOLD. It lasted three days.
Senator WATSON. What was the object of it?
Mr. ARNOLD. Well, it was to discuss the tariff in relation to south-

ern industries and in relation to southern prosperity and progress.
Senator REED. You had 2,000 business men at the meeting. How

many business men live there who were not represented there?
Mr. ARNOLD. I do not know. We did not expect them all.
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Senator REED. When you say that you represent the sentiment of
a State, you mean this, that certain organizations in these different
States send delegates. Those business men got together and you
try to got the sentiment of the people. But you surely do not pretend
to say that you represent all the people of tlat State 

Mr. ARNOLD. We are not presenting that kind of a resolution.
That is signed by the majority of the bankers and manufacturers of
that State.

Senator REED. Let us see about that. It is not signed by a
majority because one witness said that there were over 600 banks.

Mr. ARNOLD. By to-day there would be a majority, if we had the
latest records.

The CHAIRMAN. Mr. Arnold, Senator Gooding wishes to ask you
some questions.

Senator GOODINO. Mr. Arnold, how many governors were at that
meeting at the Atlanta convention ? I mean, now, real live governors?

Mr. ARNOLD. There were two there. Governors and governors-
elect of 13 States signed the call.

Mr. GOODIN,. How many signed the resolution ?
Mr. ARNOLD. The call is the declaration of principles and is the

only resolution we had. The call is itself our declaration of prin-
ciples. They signed the call calling the conference together.

Senator WATSON. Did the Southern Congress pass those resolutions?
Mr. ARNOLD. Well, not anything more than the resolutions would

be contained in what we have here; that is probably what the South
stands for, what is contained in that banker s resolution.

Senator REED. You mean that is what this part of the South that
signed this paper stands for?

Mr. ARNOLD. That reflects the sentiment as expressed by their
representatives, and that section, I think, truly represents the senti-
ment of the South. Those bankers, in some instances, called meetings
of their boards of directors, anti business men, and that is the con-
sensus of opinion of them who represent the South as expressed by
those bankers and would be reflected in any State.

Senator REED. You sent, out a call to people who were in favor
of the tariff to " et busy," anti this is the result?

Mr. ARNOLD. No; those resolutions were sent out, and they signed
the resolutions.

Senator REED. And if they did not favor it they (lid not come,
an(d if they (lid favor sonic of them came and signed the resolutions?

Mr. ARNOLD. And I think we got the consensus of opinion that way.
Senator REEtD. How were these delegates appointed?
Mr. ARNOLD. They were appointed by chambers of commerce,

1)y industrial organizations, and they were authorized to speak for
thiem on those subjects.

Senator MCLEA,. The chambers of commerce and the industrial
organizations, did they have anything in the nature of a referendum?
What interest did they represent, what proportion of the people?

Mr. AnR.OLD. Yes; our organization undertakes to represent, and
I think does at least reflect the organized element of the South; thatis,
those industries and those organizations who are concerned in the
development, progress, and welfare of the South.
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Senator REED. These delegates are chosen by local organizations ?
Mr. ARNOLD. They are chosen by local organizations and not

by us.
Senator REED. And those organizations in your opinion fairly

represent the sentiment of the people of the South?
fr. ARNOLD.* They are authorized to do so.

Senator SUTHERLAND. They were appointed by boards of trade,
chambers of commerce, and civic associations?

Mr. ARNOLD. Yes; those associations, and they are authorized to
speak for the community.

Senator REED. Did the chambers of commerce of the Southern
States send delegates to your convention in North Carolina?

Mr. ARNOLD, They always send delegates-not all the Southern
States.

Senator REED. That was North Carolina. But is that true of the
Atlanta convention?

Mr. ARNOLD. We had 240 chambers of commerce join in the call,
and I think most of them were represented there.

Senator REED. Did they all vote one wayI
Mr. ARNOLD. When they signed our call there; it is a call for a

congress for that purpose.
Senator REED. Have you got tlat call?
Mr. ARNOLD. No; I have not; I do not believe I have it with me.
Senator McLE:A,. Are the agricultural interests represent.ed-

agricultural societies of agricultural interests ?CNMr. ARNOLD. Yes; the agricultural interests are usually repre-
sented, and I think of those at least a dozen secretaries of agricul-
ture or commissioners of agriculture in the States were in it, and
agricultural organizations sent delegates-agriculture, commerce,
and industry; we gathered that element that concerns itself in those
org anizations.

Senator Mc~mN. But, generally, are the farmers organized in the
South? Do you have granges or other organizations and are they
pretty general ?

Mr. ARNOLD. I think they are pretty well organized, such as
farmers' unions and granges.

Senator MCLEAN. Do you mean to say that the delegates which
conic to your convention fairly represents the agricultural interests
in the South?

Mr. AitNOLD. I should say the commissioners of agriculture are a
fair representation, and the delegates appointed by then who would
conic to that conference.

Senator R{EED. is the commissioner of agriculture a State officer
in the South?

Mr. ARNOLD. In many cases; sometimes they are appointed and
sometimes they are elected.

Senator REED. lie is a State officer?
Mr. ARNOLD. Yes.
Senator REED. Let us see about it. Was there a single farmer's

organization, as such, that went to your convention and voted for a
high tariff duty'?

M r. AiNOLD. 'They voted with the resolution.
Senator REED. W hat resolution ? We have not, any resolutions.
Mr. ARNOiD. We are p)resenting the resolutions of the North
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Carolina division, and we are discussing the Southern States. We
did hot intend to appear for thib southern delegation.

Senator REED. Let us stick to North Carolina which you havepresented.
Mr. ARNOLD. Yea.
Senator REED. This is in two divisions.
Mr. ARNOLD. Yes.
Senator RE.FD. The first were asked generally for such tariff

schedules on southern products as would equalize the cost of pro-
duction, etc., and the other proposed to free raw materials on agri-
cultural, pastoral and mining products, that is the essence of it.
These resolutions are signed practically exclusively by banks; there
may be somebody else on here besides the bankers, but if there is I
have not found him.

Mr. ARNOLD. We have everything on here.
Senator REED. Let us see what we have here. I am looking at the

one you have offered; I can not look at the two papers at once.
Mr. ARNOLD. They are coming in at the rate of about 40 or 50 a day,

and a week later we would have had the whole State.
Senator REED. Take the first sheet. Is there anybody on that first

sheet but bankers? I do not know it if there is.
Mr. AR-NOLD. It was not circulated to any one but banks.
Senator REED. The second sheet recites that-

We favor such nafiouial legislation as may be required to permanently establish
the dye industry in the United states, and ask for an embargo,

That is signed by a large number of manufacturers. Speaking
broadly, I should judge from the names that they are manufacturers,
a large number of them, of cotton goods. Then there seems to be a
choice selection of casket makers and a great number of furniture
manufacturers. Do you know of any other class of people on here?

Mr. ARNOLD. Yes; we have the poultry associations, the poultry
producers of central California.

Senator REE.D. Poultry associations; yes. Of course, they are
interested in the embargo on dyes?

Mr. ARNOLD. The whole sentiment in the South, Senator, is for a
tariff; that is the one purpose of our organizations.

Senator REED. You say the whole sentiment of the people of the
South, or these people you gathered together?

Mr. ARNOLD. Those people who proa uce and create in the South
want a (luty.

Senator "RE.ED. How many farmers' organizations are on this?
Tell us one.

Senator GoODINo. Read that list.
ir. ARNOLD. There are four poultry associations: The American

Poultry Association- the Central California Association, who had a
man there; the Poultry Association of Washington; the Chamber of
Commerce of Phoenix, Ariz.; the Arizona Cotton Growers' Asso-
ciation.

Senator REED. I am asking for farmers' associations.
Mr. ARNOLD. The Arizona Cotton Growers' Association is a farm-

ers' organization.
Senator REED. They are the long-staple fellows who want a tariff,

and they have got a hundred acres of and, or something like that,
out there in long-staple cotton.
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Mr. ARNOLD. They need a tariff, no matter who owns the land;
it is a question of building up the industry.

Senator REED. Do you tel i me that you can build up in this country
a long-staple cotton industry that will supply tho needs of tlus
country, with the amount of ground in the United States that will
raise that kind of cotton?

Mr. ARNOLD. I rather think so. We have some of it in Texas.
Senator REED. You know, as a matter of fact, that the long-staple

cotton used to be called ",sea island," because they raised it on
sea islands, but that ground has become worthless and you are now
trying to raise it in a few localities, and that the acreage of that char-
acter at this time is exceedingly small, and they are raising a little
out in Arizona on irrigated land?

Mr. ARNOLD. No; I do not know of that.
Senator SUTMERLAND. These signers are by no means all Repub-

licans?
Mr. ARNOLD. I have no idea what their politics is.
Senator SUtMERLAND. The resolutions were not circulated with

reference to political affiliations?
Mr. ARNOLD. No; we circulated banks, and in many inst.inces

the boards of directors passed on it. It represents the commercial
interests of that State.

Senator SUThIERLAND. Without regard to political opinion?
Mr. ARNOLD. The banker we consider the best authority we have

on financial matters and policy of the Government that would build
ul) an industry; that is his business; we think lie is the highest author-
ity in the State or in the Nation, for that matter.

Senator GOODINO. Is thmPt the reason you went to the bankers down
there?

Mr. ARNOLD. That is the reason, because they were the best
authority with respect to finances or government of the country;
that is their business.

Senator SuErEULAND. They usually have some very substantial
farmers on the boards of directors of these banks ?

ir. ARNOLD. They always have.
Senator REED. Do you know who is at the head of the farmer

organizations of the United States? Do you know where he lives?
Mr. ARNOLD. I have not the information with me.
Senator REED. 11o lives at Atlanta, Ga. Was he at your meeting

and (lid ho join for a high tariff ?
Mr. ARNOLD. This was the North Carolina meeting.
Senator REED. I am talking about your big Georgia meeting.
(No response.)
Senator REED. That is all.
The CILAIRMA,. Are there any further questions?
Senator GOODINO. I believe not.
The CH1AIRMAN. Gentlemen, the committee have been very glad

to hear your views. It cheers them up to know that. the inspiration
of the protective doctrine is growing in the South.

Senator GOODING. I think it should be understood that these
gentlemen represent a committee coming from North Carolina from
that convention. I do not know whether that has been made clear.
Senator WATSON. It is understood. .
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The CIIARMAN. I want to say for the committee that a majority of
the committee this year are earnest protectionists, and I do not
believe any one represents a sectional view. They are as anxious to
encourage industry in Texas and North Carolina as they 'are in the
Stato of Ponnsylvania. If any one of you have any representation
to'present to the committee we will be glad to hear from you.
r. Mr. WiHARTON. We thank you Mr. Chairman. I do not think the
resolution implies especially to igh tariff, but the manufacturers in
our State are in favor of a protective tariff, and there in only one tie
that has kept them from expressing themselves much stronger than
they have expressed it.

Th0 C1 HAse. I think the committee realizes your position.
Mr. WHARTON. I do not think Senator Reed denies that fact.
Senator REED. I do not know of a manufacturer anywhere who

does not want all the protection he can get.
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